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The Handelsblatt article, published in the context of Chancellor Friedrich Merz’s (CDU) China 

visit on 25th and 26th February 2026, highlights a tangible shift in the market environment: 

the former growth engine is losing momentum, market shares are realigning and the success 

factors for a sustainable China engagement are being redefined.  EAC International 

Consulting was cited in the article as a market expert. What we are witnessing is not a retreat, 

but a structural realignment. This briefing provides a strategic interpretation of these 

developments.
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The boom is over, yet China remains a systemically important key 
market for technology oriented foreign companies

The China boom of recent decades has 
come to an end. Double-digit growth is no 
longer the norm, and with 5.0% growth in 
2025 and an expected 4.5% in 2026 – hereof 
estimated 2.0 - 2.5% public-induced 
investments – China is entering a phase of 
normalisation within the global economy. 
Nevertheless, the country remains 
strategically indispensable. Selected 
German DAX-listed companies still generate 
around 15% of their revenues in China,

roughly reflecting China’s share of the 
global economic output. The sheer 
market size, the unbeatable industrial 
depth and the technological dynamics 
remain unique. China continues to be 
strategically significant, yet growth 
follows a different logic nowadays:  
adopting to the  “China speed”, achieve 
costs competitiveness, local market and 
ecosystem integration and operational 
excellence are decisive.
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The gain in market share at the expense of German industry is the result 
of the increased technological self-reliance of Chinese market players

The ongoing realignment of market shares 
primarily reflects increasing competitive 
intensity and the technological capabilities 
of local competitors. In industries such as 
automotive, solar, and wind power, 
digitalization, automation and AI, China 
has not only caught up but in many cases 
established its own innovation leadership. 
Government support, economies of scale, 

and the intense domestic competition 
have significantly strengthened the 
industrial performance. At the same time, 
in other highly strategic segments such as 
high-end semiconductors, specialised 
machinery, or selected precision 
components, significant growth 
opportunities for foreign companies 
remain.

Local decision-making and market-driven product development 
becoming decisive success factors 
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For German companies, a structural 
organizational design challenge is proving to 
be a growth constraint: speed. Many German 
corporations continue to manage China 
through global decision-making processes, 
while the market itself is evolving locally in 
short innovation cycles. Critical success 
factors therefore include greater 
decentralized decision-making authority on 
the ground, leveraging local China-based R&D 
capabilities, and the ability to consistently 
adapt products to local requirements. 
Competitiveness is created by meeting local 
needs at locally competitive cost levels. In 
addition to large corporate groups, 
technology-driven German mid-sized 
champions in particular benefit from clear 
strategic focus, faster decision-making, and 
closer proximity to the market.
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Foreign investment remains substantial but is structurally shifting 
toward local integration and technology

Recent regulatory frameworks set clear priorities for technological 
value creation and higher localization requirements

China’s economic development remains 
closely intertwined with industrial policy 
guidelines. The “Catalogue of Encouraged 
Industries for Foreign Investment 2025” 
expands the framework by 205 additional 
industry and product categories and more 
than 300 content adjustments, prioritizing 
advanced manufacturing technologies, key 
components, and strategic value chains. 
The “15th Five-Year Plan (2026–2030)” is 
expected to further emphasize future

industries such as quantum technologies, 
aerospace, intelligent manufacturing,  
semiconductors, 6G communication and 
smart energy systems. Also, the “Standards 
for Domestic Products in Government 
Procurement,” effective since January 2026, 
introduce a 20% price preference and 
significantly increase pressure on value 
creation depth and cost structures. For 
foreign companies, this requires a strategic 
reassessment of their local integration.

Despite the continuing decline in overall 
foreign direct investment in China in 2025 with 
approx. USD 106 billion (–9.5% YoY), German 
companies continue to commit to China. At 
around EUR 7 billion, German investment 
reached a four-year high, according to the 
German Economic Institute. However, the 
investment logic is fundamentally changing. 
Instead of traditional investments in land and 
factories, the focus is shifting toward increasing 
local value creation depth, establishing and 
expanding technology centers, and 
strengthening local development capabilities. 
“De-risking” initiatives pursued by German 
companies is increasingly complemented by a 
“local-for-local” business model. China thus 
remains a central pillar of global value chains -
albeit with different priorities and a stronger 
degree of local anchoring.
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Companies succeed by deepening localization, leveraging partnerships, 
and consistently transforming their existing business models

Companies seeking long-term success in 
China require an adapted market and 
organizational logic. Localization now 
extends beyond production and covers 
independent product development, 
enhanced local decision autonomy and 
competitive cost structures. Strategic 
partnerships provide access to innovative 
ecosystems, regulatory alignment, and 
technological dynamism.

Structural transformation remains an 
ongoing task. Optimised supply chains 
and location footprint must withstand an 
increasingly competitive environment. 
The key strategic question is not “China 
or diversification,” but how to embed 
China within a resilient global portfolio 
architecture. Complementary locations 
may reduce risk without replacing 
China’s industrial depth.
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