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Aninteractive web application with updated data through the end of 2018 is available at:
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FOREWORD

At a time of heightened tensions between our two nations, the National Committee on U.S.-China Relations is
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Source: Rhodium Group based on Bloomberg, Pitchbook and other
databases. *Pro-rata value determined as US proportional share of each
funding round’s value based on the number of participating investors.
2018 data are preliminary only. See Appendix for data description..
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Chinese VC in the US remained virtually
untouched by investment screeners before
November 2018. This allowed investment
activity to continue in semiconductors and
other areas that recorded sharp drops in direct
investment in recent years due to stepped-up
investment security reviews.

In China, American investors continued to uti-
lize minority VC investments in 2018 to gain
exposure to sectors that are o limits to full
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INTRODUCTION

Greater two-way capital ows have been a hallmark
of deepening US-China economic ties over the last
decade. Annual direct investment between China
and the United States (US) expanded two-fold from
$22 hillion in 2008 to a record $46 billion in 2016,
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critical as ever to measure the likely impacts of new
policies.

The US-China Investment Project ful lIs this need
by providing clear and objective data on US-China
investment ows through the traditional direct
investment lens as well as through new types of

16



Foreign directinvestment (FDI) has traditionally been
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total, a slight drop compared to $6 hillion in 2017
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Table 1: US Direct Investment in China by Industry*, 2016-2018
USD billion
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GEOGRAPHY
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INVESTOR CHARACTERISTICS

The US investor mix in China has evolved signi cantly
over the past thirty years. The trading and light man-
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JPMorgan and Morgan Stanley are also in the pro
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1.2 CHINESE DIRECT INVESTMENT
INTHE US

Chinese direct investment in the US before 2010 was
modest, totaling well below $1 billion per year. The
only exception was 2005 when Lenovo's $1.75 billion
acquisition of IBM's personal computer division —the

rst major Chinese acquisition in the United States in
the modern era—pushed ows above the hillion dol-
lar mark.

Annual direct investment accelerated quickly there

26



ENTRY MODE

In contrast to US direct investment in China, Chinese
FDI in the US has traditionally been dominated by
M&A transactions. Acquisitions have accounted for
over 90% of cumulative direct investment by value
since 1990, re ecting the value of M&A for quickly
gaining access to existing business models, supplier
relationships and technologies in the United States.

In 2018, hillion-dollar M&A deals were completely
absent, which reduced the share of acquisitions in
total Chinese FDI to just 80%, much lower than the his-
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Table 2: China Direct Investment in the US by Industry*, 2016-2018
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GEOGRAPHY
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In terms of geographic origin, Beijing (Primavera
Capital, Beijing Kunlun Technology) was the top
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Direct investment has been the most visible channel
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services; entertainment, media and education; and
healthcare, pharmaceuticals and hiotechnology
were the next most important Chinese sectors for US
venture investment, each drawing around 50 unique
investments in 2018.

Information and communications technology (ICT)
was also a notable sector by number of venture cap-
ital transactions in 2018. And ICT would have ranked
even higher counting all software-related invest-
ments bucketed elsewhere — we code industries
based on the use and purpose of a rm’s technol-
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2.2 CHINESE VENTURE CAPITAL IN
THE US

Chinese venture investment abroad was lim-
ited until the late 2000s by the same structural
issues hampering the development of China's
domestic venture capital ecosystem. A lack of
experienced homegrown Chinese venture capi-
tal investors as well as capital controls and other
impediments to overseas investment further sup-
pressed activity. However, since the late 2000s
Chinese venture investment abroad has increased
by orders of magnitude (from a very low base).

The United States has been the principal recipient of
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Figure 11. Annual Chinese Venture Capital Investment in the United States, 2000 to 2018*
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Figure 12: Annual Chinese Venture Capital Investment in the US by Target Sector*
Number of transactions

Source: Rhodium Group based on Bloomberg, Pitchbook and other databases. *Includes US-headquartered venture capital fundraising transactions
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Sixth, irrespective of any deal, national security
concerns and US-China strategic distrust are
rooted in structural trends that will persist for a
prolonged period, and leadership must manage this
reality to minimize loss of long-term prosperity.
Longstanding misgivings about Chinese participa-
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APPENDIX: DATASET AND METHODOLOGY

Direct Investment

Foreign Direct Investment (FDI) is a speci c cate-
gory of cross-border capital ows within the System
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