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Foreign Investment Regulation in China: 2016 Year in Review and Prospects for the Future

Catherine Miao | Vivian Pan
JunHe LLP

Introduction: Over 37 years since the National People's Congress adopted the first statute in the foreign
investment law in China, namely the Law on Sino-Foreign Equity Joint Ventures , the Chinese government has
consistently adopted a relatively stringent approval and control system in respect to foreign investment. In 2016,
influenced by both domestic and international factors, the Chinese government conducted its most thorough reform
of the field of foreign investment regulation. This will undoubtedly be a milestone for the field. This article will
review and summarize the factors that contributed to the reforms of the field of foreign investment in China and the

resultant reforms of the year and will further discuss the prospects in the trends of development and reform for the
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future.
I. Factors Influencing Reform in Chinese Foreign Investment Management

In 2016, there were both positive and negative factors influencing reform in the field of Chinese foreign investment
management.

On the positive side: reforms in four Free Trade Zones (“FTZs”) in Shanghai, Guangdong, Tianjin, and Fujian are
successful, which will be spread nationwide; negotiation of the US-China bilateral investment treaty has achieved
major breakthroughs; and the Renminbi (“RMB”) has joined the International Monetary Fund's Special Drawing
Rights (SDR) currency basket.

On the negative side: the international economic environment this year was unstable; UK voted to leave the
European Union; and the US elected its new president. Influenced by international and domestic factors,growth in
China’s economy and foreign direct investment is slowing down. Now China is actively pursuing economic
transformations. In June 2016, Prime Minister Li Kegiang, when meeting persons in charge of Fortune 500
Companies attending the 4th round table of Global CEO Council in China, stated that in the past 20 years,
“China’s Investment Opportunities” mainly rely on heavy assets sectors, like manufacturing, and the investment

methods were mainly joint ventures, mergers and acquisition, and PE equity investment, etc.
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