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Chinese investments in Europe using
holding companies
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Chinese businesses seeking investment and trade opportunities in Europe analyze jurisdictions to incorporate their European holding
company. Since European countries are small in size, it is a common practice to use one holding company for activities in other countries.
Important question to be answered — which European Union country offers the most efficient tax and company registration regime.

The most efficient European holding company registration environment is available in the Republic of Latvia. It is a small European
Union country bordering with Scandinavia (Sweden, Finland) and Russia. In many ways it can be compared to Hong Kong in China. Latvia
offers unique opportunities for Chinese businesses: (1) transport hub between Russia and Europe, (2) English, German and Russian
languages spoken, (3) European residency permits available for Chinese investors allowing them free travel in the EU territory, (4) most
modern and safe banking system, (5) most friendly tax regime and effective company incorporation services for foreigners.

The main tax aspects of Latvia’s holding companies: (1) no tax on dividends received or paid to foreign shareholders, (2) no tax on
profit from sale of shares in foreign companies. Latvia has double taxation avoidance treaties with 52 countries.

Anri Leimanis, LL.M., MBA, is the International business lawyer, expert in foreign investment, asset management,
corporate governance, international trade and government affairs. Chairman of Supervisory Board of Latvia-China
Business Council acting as representative of Chinese businesses in Latvia. Partner at Baltic business law firm
TRINITI operating in Latvia, Estonia and Lithuania. He may be contacted on +371 29255008 or by email at anri.leimanis@triniti.lv
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THE FOUR SEAS

exceed US$1 billion. Borodkin explains how Ukrainian “regula-
tions remain rather complicated and time consuming”, and
the lack of effective international treaties between China and
Ukraine can be challenging. “According to our double-taxation
treaty, certain profits of Chinese investors should be taxed
locally in Ukraine, which is not a common international practice
nowadays.”

As with other countries in the region, there is talk of potential
projects involving Chinese investment including the modernisa-
tion of Ukrainian state-owned mines and the planned Aerial
Express high-speed railroad linking Kyiv and the neighbouring
city of Boryspil (which has experienced big delays). But agri-
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culture embodies Ukraine’s greatest investment potential, says
Grushko. “Food imports from Ukraine could help reduce China’s
reliance on traditional suppliers such as the US.” Media reports
suggest Ukrlandfarming, the largest Ukrainian agro-industrial
company, will soon have market access to China. However, “as
long as land law and many other related regulations are in transi-
tion — there is a moratorium on freehold land transactions and
leasehold legislation is also under review — foreign investors are
not going to be willing to spend long-term money,” says Wolfram
Rehbock, senior partner at Arzinger.

The impression remains that Ukraine is not proactive in
attracting foreign investment, which can come as a surprise
to Chinese investors. “Overcoming the unappealing legacy of
previous years and changing the prevailing stereotypes is not
going to be a quick process,” says Grushko, adding there is
sentiment on the ground for change.

Belarus

Despite turmoil in its first years of independence, “Belarus
managed to preserve and to some extent develop its indus-
trial potential, and infrastructure and human resources are
still of decent quality, especially when compared to some
neighbouring countries”, observes Maksim Salahub, a partner
at regional law firm Sorainen in Belarus.

There has been “extensive liberalisation” in the areas of
corporate and tax regulation, says Dennis Turovets, managing
partner in Minsk for Egorov Puginsky Afanasiev & Partners.
As part of a programme to “fast-track economic develop-
ment”, there are “substantial incentives for startups in small
towns of the country.

“Any firm operating in a town of fewer than 50,000 inhabit-
ants is exempt from paying taxes on its profits for five years,”
says Maxim Znak, managing partner at JurZnak. There is also
a Chinese-Belarusian Industrial Park, adds Salahub, “offering
China a local platform for expansion to Europe and “unprec-
edented tax and customs exemptions”.

The Baltics

One of the key trends of this year’s survey is the growing at-
traction of the Baltic states as a platform into Europe.

Latvia is often referred to as “a bridge between the West and
East,” says Egons Pikelis, a partner at Lawin in Riga. “Acquisition
of real estate in order to obtain the temporary residence permit
has attracted the most interest from investors from China,” says
Janis Taukacs, a partner at Sorainen in Riga. Permit holders can
travel freely around most of Europe without additional visa com-
plications.

On the downside, Egons Pikelis describes how investors cite
“frequent changes and the unpredictability of the tax law” as
a big obstacle to investment. This, along with slow litigation
processes, means legal advisers are “constantly” following
updates on legislation in order to advise clients on pending
changes and “reduce [any] negative impact”. He says the
Latvian government is taking steps to improve the efficiency of
judicial proceedings, reduce the workload on courts and develop
alternative dispute resolution.

The Lithuanian government doesn’t set any limitations
on foreign ownership, says Linas Sabaliauskas, managing
partner at Triniti.
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Laimonas Skibarka, a partner at Sorainen in Vilnius, adds:
“While China-Lithuania trade relations are developing fast,
the investment relationship between the countries is still
moderate — in Q1 2012, China’s FDI reached €5.4 million
(0.04% of all total FDI in Lithuania) and China was the 42nd-
largest investor in Lithuania.”

Skibarka says the largest investors so far include Huawei,
ZTE, Lenovo, China National Petroleum, and transport equipment
manufacturer SAIC Chery Automobile. A range of incentives
are available, including special economic zones and integrated
science and business centres.

Like Latvia and Lithuania, Estonia’s geographic location is a
big draw, as well as renewable energy and infrastructure. But
while the number of Chinese investments “has grown a lot”, says
Karin Madisson, a partner at Sorainen Estonia, she is waiting for
the big Chinese investors to arrive.

It may be on the way.

“As a result of collaboration between Enterprise Estonia
(EAS) and Jilin New Energy Investment, an agreement on
investment and co-operation was signed in China on 7
September, under which companies from China's Jilin province
will invest €130 million in the renewable energy sector in
Estonia,” says Martin Simovart, a partner at Lawin. “Jilin New
Energy will also set ups its European headquarters in Estonia,”
says Madisson. [l
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