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Overseas Investments in Private Equity and Real Estate 
by Chinese Insurance Companies 

BY SEAN TAI, YI LU, & STANCY QIAN 

On October 12, 2012, the China Insurance Regulatory Commission (the CIRC) promulgated 
rules that allow Chinese insurance companies to make overseas investments (the 
Implementing Rules).1  

For the first time, the CIRC provided detailed guidelines and removed significant 
uncertainties on overseas investments by Chinese insurance companies in private equity 
funds (including fund of funds), private companies, real estate and real estate investment 
trusts (REITs) in 45 designated countries and regions (the Designated Jurisdictions, as set 
out in Appendix A). Other asset classes open to investment by Chinese insurance companies 
include money market products, fixed income products, equities and securities investment 
funds. 

Although there are still restrictions on overseas investments by Chinese insurance 
companies, the fund managers in the Designated Jurisdictions are now able to tap into the 
large pool of capital held by Chinese insurance companies. We believe that demand from 
Chinese insurance companies could be significant as many seek to diversify and broaden 
their investment portfolios, and to gain access to world-class fund managers. According to 
the CIRC, the estimated amount of capital held by Chinese insurance companies was more 
than US$1 trillion as of September 2012. 

PRIVATE EQUITY INVESTMENTS 

Chinese insurance companies are permitted to invest directly in certain (a) private 
companies as a shareholder or (b) private equity funds as a limited partner (LP) in the 
Designated Jurisdictions. 

Private Companies 

Chinese insurance companies may only invest in private companies in the Designated 
Jurisdictions whose main businesses are in the following industries: 

• finance • senior or elderly care 
• healthcare • energy 
• resources (excluding precious metals) • automobile services 
• modern agriculture  
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Private Equity Funds 

Chinese insurance companies may also invest in overseas private equity funds, including 
fund of funds, in the Designated Jurisdictions so long as they meet certain requirements that 
include: 

• the fund has a committed capital of not less than US$300 million, part of which must 
have been contributed;2  

• the investment institution that sponsors and manages the fund has a paid-up capital 
or net asset of not less than US$15 million and a cumulative “assets under 
management” (AUM) of not less than US$1 billion; 

• the investment institution that sponsors and manages the fund has an excellent 
track record and a good reputation;3  

• the fund management team must have: 

o at least 10 professionals with relevant experience, with at least three of 
them having worked together for at least three years; 

o at least two senior managers with more than eight years of relevant 
experience, including a successful track record of sponsoring, managing and 
exiting at least five projects; and 

o a sound corporate governance structure and effective incentive plan; 

• the fund has a “key man” provision in its constitution documents; and 

• no financial institution controls the management of the fund or holds any general 
partner (GP) interests in such fund. 

In addition, Chinese insurance companies may invest in private equity funds outside of the 
Designated Jurisdictions if such funds target portfolio companies in the growth phase, 
mature phase or with significant acquisition value. 

REAL ESTATE INVESTMENTS 

Real Estate 

Chinese insurance companies may only invest in commercial and office buildings with stable 
returns that are located in prime locations within main cities of the Designated Jurisdictions 
that are deemed “developed markets” under the Implementing Rules.4  

REITs 

Chinese insurance companies may invest in REITs that are listed and traded on the stock 
exchanges in the Designated Jurisdictions. 
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OTHER ASSET CLASSES 

Financial Products 

Other financial products that the Chinese insurance companies may invest in include: 

Money Market Products Fixed Income Products Equity Products 

• commercial papers 
with a term not longer 
than one year 

• negotiable bank 
instruments 

• negotiable certificates 
of deposit in large 
denominations 

• reverse repurchase 
agreements 

• short-term government 
bonds 

• overnight lending 

all must be issued by 
issuers with credit ratings 
of at least “A” 
 

• bank deposits 

• government bonds 

• government-backed bonds 

• international financial 
institution bonds 

• corporate bonds 

• publicly listed convertible 
bonds 

all must be rated at least 
“BBB” and issued by issuers 
with credit ratings of at least 
“BBB” 

• publicly listed 
common stocks 

• preferred stocks 

• publicly listed global 
depositary receipts 

• publicly listed 
American depositary 
receipts 

 
 
 

 
Securities Investment Funds 

Chinese insurance companies may also invest in securities investment funds so long as such 
funds meet certain requirements: 

• recognized or registered with securities administrative authority in the Designated 
Jurisdictions; 

• track record of not less than three years; and 

• “AAA” or equivalent ratings for money market funds. 

CONCLUSION 

This is a significant development. The provisions of the Implementing Rules appear less 
restrictive than those imposed in the past on equity investments in domestic targets by 
Chinese insurance companies. The lower requirements, the expanded asset classes and 
jurisdictions for investment, together with the strong desire by Chinese insurance companies 
to improve returns could potentially prompt significant overseas investments by Chinese 
insurance companies in the near future. 

However, as with many new Chinese measures, there are ambiguities in the Implementing 
Rules and unanswered questions. In addition, CIRC’s approval may be necessary for each 
significant investment, allowing the CIRC significant discretion and creating additional 
uncertainty in the investment process. We will continue to monitor and report such 
developments. 
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APPENDIX A – DESIGNATED JURISDICTIONS 

Developed Markets 

Australia Hong Kong S.A.R. Portugal 

Austria Ireland Singapore 

Belgium Israel Spain 

Canada Italy Sweden 

Denmark Japan Switzerland 

Finland Netherlands The United Kingdom 

France Luxembourg The United States 

Germany New Zealand  

Greece Norway  

Emerging Markets 

Brazil Indonesia Poland 

Chile Korea Russia 

Colombia Malaysia South Africa 

Czech Republic Mexico Taiwan 

Egypt Morocco Thailand 

Hungary Peru Turkey 

India The Philippines  

 

* * * 

 

Paul Hastings LLP is a global law firm with 20 offices in Asia, Europe and the United States. Paul Hastings has 
one of the largest, full-service, multi-jurisdictional legal practices in Asia with legal professionals in Beijing, Hong 
Kong, Seoul, Shanghai and Tokyo. 

Please feel free to discuss any aspect of this newsletter with your existing Paul Hastings contacts or any of the 
lawyers listed below: 

SHANGHAI  
Sean Tai: seantai@paulhastings.com 
Yi Lu: yilu@paulhastings.com 
Stancy Qian: stancyqian@paulhastings.com 
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1 See Implementing Rules for the Interim Administrative Measures on Overseas Investments of 
Insurance Funds. 
2 The Implementing Rules do not specify the amount or percentage that must have been contributed. 
3 The Implementing Rules do not define terms such as “excellent” and “good”. 
4 The Implementing Rules do not define terms such as “prime locations” and “main cities”. 
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