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Why China Restricts Free
Capital Movement

Protect the value of the RMB
Keep the economy stable
Stop risky capital flows

Keep savings inside China
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Disadvantages of China’s
Capital Controls

Main reasons:

Less access to global markets
Lower returns for citizens

Possible bad investment decisions
More unofficial channels

Lower trust from foreign investors
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Slower global use of the RMB
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Personal Transfers

1. Personal FX Quota — USD 50 000 per Person per Year
2. Standard and legitimate rule for Mainland residents

3. Transfers above this limit require proof of income, tax
documents, and SAFE approval

4. Possible solution: For a larger investment, more people
(e.g., family members) can combine their annual quotas
(“family pooling”)

Funds must go to a personal account or escrow for the
purchase.

Legal, but SAFE monitors aggregated transfers to one
foreign account.
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Methods of money transfer by
individuals

1. Bank Wire Transfers

a) Visit your bank

b) Provide Required Documents

c) Exchange RMB to Foreign Currency
d) Transfer to International Accounts

2. Online payment Platforms (Alipay &
WeChat Pay)

3. International Money Transfer Services

(LianLian Pay, Western Union, Wise or
PayPal
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a) BI{E BRVERTT (Visit your bank)

b) I FFEXH (Provide Required Documents)

) FAEMRILANT (Exchange RMB to Foreign
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d) LR EIEPBRMEKF  (Transfer to International Accounts)

2. E&Z{TFEHE (Online Payment Platforms)
(A= Alipay. #1531+ WeChat Pay)

3. EFR;CERBRS (International Money Transfer
Services)
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Role of Hong Kong for individuals

1. Used to facilitate personal foreign exchange and
remittances.

2. Open a personal account in Hong Kong (e.g., HSBC HK,
Hang Seng).

3. Transfer RMB from Mainland to HK under personal
remittance rules (approved by SAFE).

4. In Hong Kong, convert RMB to EUR and wire funds to
the EU developer/notary.

Requirements: Proof of funds (legal income records,
purchase agreement).

Legal for documented personal purchases; subject to bank
KYC and SAFE scrutiny for large amounts.
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Businesses
What is ODI?

1. Establish a legal entity in China (WFOE — Wholly Foreign-Owned
Enterprise or LTD) as the investor.

2.  Prepare documentation for approval under the ODI — Outbound
Direct Investment regime (business plan, target company,
investment purpose).

3. Obtain approvals from: NDRC — National Development and Reform
Commission, MOFCOM — Ministry of Commerce, SAFE — State
Administration of Foreign Exchange

4.  Convert funds from RMB (Chinese Yuan) into EUR or USD.

5. Transfer the funds from a Chinese bank (e.g., ICBC — Industrial and
Commercial Bank of China, Bank of China) to a European bank (e.g.,
Raiffeisen, UniCredit, HSBC EU) with the payment purpose stated as
“foreign direct investment.”

This route is fully legal, though administratively demanding
(approximately 1-3 months to complete).
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Cross-Border Loans as an
Alternative to ODI

Alternative if equity investment is not preferred.

1. Mainland companies may lend funds to their overseas
subsidiaries (SPV in Europe).

2. Requires SAFE registration as a “cross-border loan to an
affiliated enterprise.”

3. Not ODI — this is a separate legal pathway under foreign-debt
rules.

Advantages:

- Interest may be tax-deductible in the overseas SPV.

- Capital can be repaid and returned to China later.

Allowed only after SAFE registration and within foreign-debt quota

limits.
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Role of Hong Kong for
businesses

Most common structural route for corporate groups.

1. Establish a Hong Kong subsidiary (HK Ltd.) owned by the
Mainland company.

2. The Mainland entity obtains ODI approval to invest in the HK
Ltd.

3. Once capital is in Hong Kong, funds can be freely remitted to

Europe (HK has no capital controls).

Around two-thirds of China's outward direct investment is
channelled through Hong Kong.

Hong Kong hosts the largest offshore RMB liquidity pool and
handles the majority of offshore RMB payments.
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What Happens When Chinese
Funds Arrive in the EU?

1. Bank KYC (Know Your Customer)

Identify investor + beneficial owners

Verify corporate structure (Mainland — HK — EU)
Collect company documents & group chart

2. Source of Funds Verification

ODI approval + SAFE registration + HK transfer records
Proof of legal origin of funds (contracts, audits, statements)
3. AML / Sanctions Screening

PEP check, sanctions lists, adverse media

Enhanced Due Diligence for high-risk jurisdictions
Transaction monitoring for unusual patterns

4. EU Bank Compliance Review

Assessment of investment purpose (equity, shareholder loan, M&A, real estate)

Check that the structure is logical and transparent
Internal legal + risk approval

5. SPV / Investment Onboarding

Opening of EU SPV bank account

Registration of capital injection or loan

Final clearance before funds can be invested
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Crypto

Transferring investment funds from RMB to EUR through cryptocurrencies is not
feasible and legally prohibited under current Chinese and EU regulations.

Total Ban in Mainland China:

Since 24 September 2021, China has imposed a complete ban on all crypto-related
activities — including trading, mining, and payment processing.

- Itis illegal to buy or trade cryptocurrencies using RMB.

- Banks, payment platforms, and online services are prohibited from supporting
such transactions.

(Source: Official Chinese Government Statement; Reuters, Sept 24 2021)

AML and Traceability Risks in Europe:

Even if crypto assets were acquired, EU banks cannot accept them as legitimate
investment funds without verifiable proof of origin.

= Funds converted from RMB to crypto lack legal documentation.

= Any EUR conversion would trigger AML red flags and likely be reported to
financial authorities.

Stablecoins (EURC, USDC):
These eliminate volatility but not legal risk — acquisition in China remains
prohibited, and EU compliance requires full transaction traceability.

Operational Risks:
Large crypto transfers involve technological vulnerabilities and security risks that
make them unsuitable for regulated investment transactions.
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