
China today

New and old challenges



Still there are problems



Caveat

• Excess capacity?
• Capital outflows?
• Inefficient investments?
• Housing bubbles?
• Slower growth or no growth at all?
• Debts?
• Unbalances?

Does this model still work?









Growth Model
(goal: stability)

Old model
• Investment 

• Export

New model
• Consumption 



Still a dual economy

• Market

60% GDP

50% tax revenue

80% of urban 
employment

• Planned economy

Industrial policies and 
State owned enterprises 
(Soes) 

40% GDP



• Strengths

Second world economy 
still growing

Huge domestic market

World legacy

Technology leader?

• Weakness

Unbalances

Need a new growth model

New cold war? 

And now?



Remember….

Stability is crucial for CCP

CCP power pillars:

• Economic growth 

• Nationalism



What China is doing

• Corruption

• China 2025

• BRI

• Trade war (that is not a trade war)



Politics



Fifth Generation in power



Forth Generation:
Hu Jintao, Wen 

zhabao

Mao
First generation (8 

immortals)

Second 
Generation

Hua Guofen –
Deng Xiao Ping

Third Generation
Jiang Zemin







Politburo Standing 
Committee 





Not a monolithic power

Communist youth 
league 

Hu Yaobang

Hu Jintao

Princelings 

Bo Xilai

Xi Jinping

Shanghai Clique

Jiang Zemin



• End of the limit of two five-year presidential 
terms

• Xi Jinping thoughts in the Chinese constitution: 
"Xi Jinping Thought on Socialism with Chinese 
Characteristics for a New Era”

But moving away from collegiality  



The 14 principles of 'Xi Jinping Thought'

• Party supreme

• People-centric approach

• Deepening reform

• New development ideas

• Representative institutions

• Rule of law

• Socialist values

• Social welfare

• Coexistence with nature

• Stronger national security

• Party's authority over army

• Reaffirming national unity

• Common human destiny

• Party discipline

Renmin University established the first official research center for Xi Thought under the 
guidance of the Chinese Communist Party (CCP). By early 2018, the Central Committee of 
the CCP had officially recognized 10 research centers for the study of Xi Jinping Thought



Universities: what you cannot talk about....

• Universal values
• Freedom of speach
• Civil society
• Civil Rights
• The historical errors of the Chinese Communist Party
• Crony Capitalism
• Judicial independence
Deans of top universities are not necessary Professors 
anymore…..



Corruption

• All Pvs are highly corrupted 

• The problem arises when corruption is not, 
anymore, an instrument that helps non 
efficient institutions to work, in a  stop to 
development and growth. 

• To fight «tigers and flies»

• It is not clear how it its «selective» 

• In the short run can slow growth



Corruption was demolishing the base of CCP and 
its credibility

Corruption was pushing for unnecessary 
investments

Corruption was creating lobbies within the 
Communist party

Why anti corruption is important?



Chain of command at a medium low level is weaker

Lack of trust

People are afraid to do investment even if needed 

People wait to understand what will happen so this slow down 
investment

People think about their personal safety

Less corruption means less demand especially for luxury goods

Why anti corruption can be a problem





Fight Tigers and Flies

Ling Jihua

Bo Guanghua





CHINA MANUFACTURING 2025

• Labour cost 10% up every year

• Aging population

• Need to control more added value 

• Technology gap in many industries

• Some industries are moving to other countries

• Need to change growth model



CHINA MANUFACTURING 2025: industries

• Next generation IT

• High-end numerical control machinery and robotics

• Aerospace and aviation equipment

• Maritime engineering equipment and high-tech maritime 
vessel manufacturing

• Advanced rail equipment

• Energy-saving vehicles and NEVs

• Electrical equipment

• Agricultural machinery and equipment

• New materials

• Biopharmaceuticals and high-performance medical devices



CHINA MANUFACTURING 2025: 
goals

• 40% of basic components and basic materials to be 
domestically manufactured by 2020, rising to 70% by 
2025.

• 30% reduction in operating costs, production 
cycles and product defect rates by 2020, rising to 
50% by 2025.

• 15 innovation centers to be established by 2020, 
with this number rising to 40 by 2025.





Policy Instruments

1. Forced technology transfers in exchange for market access

2. Market access and government procurement restrictions 
for FIEs

3. Standards

4. Subsidies

5. Financial policy

6. Government-backed investment funds

7. Support from local government

8. Technology-seeking investments abroad

9. SOEs: mergers and politicisation

10. Public-private partnerships



Who is more affected?



Belt and Road Initiative



BRI 5 Pillars

policy 
coordination 

facilities 
connectivity

unimpeded 
trade

financial 
integration

people-to-people bonds



TTP

• Australia
• Brunei
• Canada
• Chile
• Japan

• Malaysia
• Mexico

• New Zealand
• Peru

• Singapore
• United States

• Vietnam

TTIP

EU
United States

US: China containment –> isolationism -> decupling? 

https://en.wikipedia.org/wiki/Australia
https://en.wikipedia.org/wiki/Brunei
https://en.wikipedia.org/wiki/Canada
https://en.wikipedia.org/wiki/Chile
https://en.wikipedia.org/wiki/Japan
https://en.wikipedia.org/wiki/Malaysia
https://en.wikipedia.org/wiki/Mexico
https://en.wikipedia.org/wiki/New_Zealand
https://en.wikipedia.org/wiki/Peru
https://en.wikipedia.org/wiki/Singapore
https://en.wikipedia.org/wiki/United_States
https://en.wikipedia.org/wiki/Vietnam


Trade

Infrastructure

Finance

Institutions
FDI

BRI





Moskow 
kazan high 

speed railway

Khorgos 
Aktau railway 

China Pakistan 
highways and 

railways

Teheran 
Railways

Khorgos 
gateway

China-
Kyrgyzstan-
Uzbekistan 
railway



Gwadar Port

Pireaus Port

Port Klang



Kazakhstan 
natural gas 
pipeline

Central Asia-China 
gas pipeline, line D

Myanmar-
China pipeline

China Russia 
pipeline

Central Asia-
China gas 
pipeline



BRI focus on Asia

2013 2015

Chinese Policy bank landing



Infrastructure
Railways
New lines from 
China To EU
New lines in Eu
Ports
Pireus
New Suez Canal

Transport costs – speed –
reliability 

Supply chains

Production?

Change



Railways







Trade effects

→Volume effect

→Composition effect

→Logistic effect



Volume effect
Import export with China 2017 (€)

FLOW IMPORT EXPORT

GERMANY 72.371.614.529 87.230.537.365

SPAIN 21.451.009.030 6.141.369.340

FRANCE 28.055.059.248 18.860.097.074

UK 52.618.461.594 18.844.764.300

ITALY 28.430.417.879 13.513.861.297

POLAND 16.322.008.861 2.061.704.924



top import

84 machineries 48%

85 electrical machinery 25%

top export

87 vehicles 57%

84 Machineries 20%

Composition effect
EU 28 China Railways import export 



Composition effect 410 Capital goods 
(except transport equipment)

FLOW IMPORT EXPORT % 
import 

tot

%
Export

totREPORTER/PERIOD Jan.-Dec. 2016 Jan.-Dec. 2016

GERMANY 23.359.639.211 16.990.228.066 33,36% 22,06%

SPAIN 3.613.143.418 397.256.220 18,14% 7,90%

FRANCE 5.851.449.045 1.617.426.369 22,08% 10,11%

UNITED KINGDOM 16.030.692.261 1.908.817.847 30,11% 11,72%

ITALY 5.990.484.586 2.683.708.458 21,96% 24,23%



420 Parts and accessories of capital goods 
(except transport equipment)

FLOW IMPORT EXPORT % 
Import

tot

%
export 

totREPORTER/PERIOD Jan.-Dec. 2016 Jan.-Dec. 2016

GERMANY 9.505.395.501 12.378.102.006 13,58% 16,07%

SPAIN 1.380.520.318 316.013.131 6,93% 6,28%

FRANCE 2.480.615.702 1.641.223.820 9,36% 10,25%

UNITED KINGDOM 3.378.019.877 991.872.497 6,35% 6,09%

ITALY 2.731.882.627 1.382.337.301 10,01% 12,48%



510 Transport equipment, passenger motor cars

FLOW IMPORT EXPORT
% 

Import 
tot

%
Export

tot
REPORTER/PERI
OD Jan.-Dec. 2016 Jan.-Dec. 2016

GERMANY (incl 
DD from 1991) 43.054.457 12.664.849.994 0,06% 16,45%

SPAIN 3.916.539 21.992.581 0,02% 0,44%

FRANCE 7.477.410 131.402.477 0,03% 0,82%

UNITED 
KINGDOM 33.394.752 4.219.008.120 0,06% 25,91%

ITALY 16.977.288 791.958.232 0,06% 7,15%



530 Parts and accessories 
of transport equipment

FLOW IMPORT EXPORT
%

Import 
tot

%
Export

tot
REPORTER/PERIO
D Jan.-Dec. 2016 Jan.-Dec. 2016

GERMANY (incl 
DD from 1991) 2.591.923.125 11.366.303.265 3,70% 14,76%

SPAIN 901.360.204 409.808.181 4,53% 8,15%

FRANCE 1.262.282.827 2.198.526.810 4,76% 13,74%

UNITED 
KINGDOM 1.990.718.091 1.237.777.483 3,74% 7,60%

ITALY 1.221.442.644 548.517.818 4,48% 4,95%



Logistic effect
Trade Railways EU China 2017

GERMANY (incl DD from 1991) CZECH REPUBLIC (CS->1992)
POLAND SLOVAKIA
NETHERLANDS AUSTRIA
HUNGARY SWEDEN
FRANCE BELGIUM (and LUXBG -> 1998)
ITALY Others



PARTNER Jan.-Dec. 2012 Jan.-Dec. 2013 Jan.-Dec. 2014 Jan.-Dec. 2015 Jan.-Dec. 2016

CHINA 332.936.801 1.063.230.789 1.350.198.599 1.769.089.060 4.532.172.272

GEORGIA 15.630.621 9.271.768 10.901.186 7.928.557 10.171.673

KAZAKHSTAN 773.848.210 796.492.405 716.208.151 389.373.015 254.837.808

RUSSIA 6.253.440.559 6.022.183.661 4.377.610.217 2.472.495.122 2.286.076.095

Rail EU 28 export

Rail EU 28 import

PARTNER Jan.-Dec. 2012 Jan.-Dec. 2013 Jan.-Dec. 2014 Jan.-Dec. 2015 Jan.-Dec. 2016

CHINA 1.340.480.299 1.422.718.287 2.316.998.552 3.911.980.800 5.642.748.940

GEORGIA 1.595.216 2.318.592 6.923.458 6.292.795 10.334.446

KAZAKHSTAN 1.088.034.797 1.245.768.332 1.251.062.423 576.594.535 415.003.008

RUSSIA 6.287.424.151 5.414.855.103 5.357.786.089 4.783.812.652 4.441.584.545



Ports



Piraeus

Since the entry of COSCO in the late 2000 Piraeus went from 
500.000 to 3.5 million TEU.

Piraeus is planning to move 6 million TEU at the end of the 
development program



New Suez Canal

It is not only more and bigger Cargos

It is a new port development (6 million Teu capacity in the 
future)

CHINA–EGYPT SUEZ ECONOMIC & TRADE COOPERATION 
ZONE (SETC-ZONE) 



New Suez Canal

More volumes in the mediterranean sea

Two new Logistic hubs that will compete with the Ports in 
North Europe but also with some Southern European port

Greece has a competitive advantage being closer to final
market + road and railways

Egypt could steal market share also thanks to SEZ



The importance of the mediterranean ports 
(traffic trough Suez Canal – mil Ton)

2001 (212) 2015 (405)



Ports extra (excess?) capacity

5 million
teu

6 million teu

6 million teu

Total Med ports movements in Teu 2017: 75 million 



2017 EU China trade (transport)

Source: Eurostat

Sea Rail Air

Value 62,5 2,0 28,6

Volume 93,2 1,2 1,9

Trade by Rail: 
1,6 billion € in 2011 
5,6 billion € in 2015 
10,5 billion € in 2016
14,9 billion € in 2017
15,7 billion € in 2018 



Trade by Railway
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Finance

• AIIB

• Silk Road fund

• BRICS development Bank

• (China Africa Development Fund - CAD Fund)

• Interaction with international institutions (WB, ADB, etc.)

• Interaction with Juncker plan (EU)



Multilateral banks’ subscribed capital (USD million)







AIIB Silk Road 
Fund

4 largest 
Chinese 

commerci
al banks

China 
Exim

China 
Developm
ent Bank

292 BnUS$

Loans and equity investments at end 2016

Fonte: FT



BRI: Challanges

→Ports: overcapacity and competition

→Railways: subsidies and new interconnections 
(see Piraeus Budapest)

→Railways connections will benefit more northern 
and eastern Eu countries

→Some countries not so happy



China 2025: challanges

• Chinese Mercantilism 

• IPR

• New Technologies

• Standards



China 2025 – BRI: and now?



China 2025 – BRI: and now?



CFIUS chaired by Secretary of the 
Treasury. 

Other department involved:
Secretaries of Homeland Security 

Commerce
Defense

State, Energy
Labor, 

Attorney General
Director of National Intelligence 

US Trade Representative
Director of the Office of Science and 

Technology Policy

Committee on Foreign Investment in the United States



FIRRMA (Foreign Investment Risk Review Modernization Act)





China 2025 – BRI: and now?

Technology

U.S. Urges Allies to Avoid Using Huawei Equipment, WSJ Says
Bloomberg News23 novembre 2018, 01:00 CET Updated on 23 novembre 2018, 10:05 CET



China 2025 – BRI: and now?

US blocks Japan's Lixil from selling building unit to China

Italian subsidiary supplied glass panels to One World Trade 
Center

KAZUSA BAN and HIROYASU ODA, Nikkei staff writersOCTOBER 23, 2018 04:37 JST



Trade and Technology war
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R&D Expense (in USD billions, income 
statement exchange rate)

R&D/Revenue

Company Name Country Industry 2012 2017 2018 2018

1
Amazon.com, Inc.

United States
Internet and Direct Marketing 
Retail 2,91 16,09 22,62 12,7%

2 Alphabet Inc. United States Internet Software and Services 5,16 13,95 16,23 14,6%

3
Volkswagen 
Aktiengesellschaft Germany Automobiles 8,69 13,82 15,77 5,7%

4
Samsung Electronics Co., 
Ltd. South Korea

Technology Hardware, Storage 
and Peripherals 9,32 14,33 15,31 6,8%

5
Intel Corporation

United States
Semiconductors and 
Semiconductor Equipment 8,35 12,74 13,10 20,9%

6 Microsoft Corporation United States Software 9,81 13,04 12,29 13,7%

7
Apple Inc.

United States
Technology Hardware, Storage 
and Peripherals 2,43 10,05 11,58 5,1%

8 Roche Holding AG Switzerland Pharmaceuticals 8,54 11,83 10,80 18,9%

9 Johnson & Johnson United States Pharmaceuticals 7,55 9,10 10,55 13,8%

10 Merck & Co., Inc. United States Pharmaceuticals 8,47 10,12 10,21 25,4%

11 Toyota Motor Corporation Japan Automobiles 7,34 9,77 10,02 3,9%

12 Novartis AG Switzerland Pharmaceuticals 10,17 9,57 8,51 17,0%

13 Ford Motor Company United States Automobiles 5,30 7,30 8,00 5,1%

14 Facebook, Inc. United States Internet Software and Services 0,39 5,92 7,75 19,1%

15 Pfizer Inc. United States Pharmaceuticals 9,07 7,87 7,66 14,6%

45
Alibaba Group Holding 
Limited China Internet Software and Services 0,46 2,72 3,63 14,4%

59 Tencent Holdings Limited China Internet Software and Services 0,41 1,82 2,68 7,3%

77 ZTE Corporation China Communications Equipment 1,31 1,96 1,99 11,9%

78 Baidu, Inc. China Internet Software and Services 0,21 1,56 1,99 15,2%















5G



Huawei unveils new AI chips amid 
Chinese technology ambitions

“The new 7 nanometer Ascend 910 chipset that 
Huawei unveiled at its annual global partners’ 
conference will service this unit and is meant for data 
centers that crunch mountains of data”

“Huawei said it will not sell these chipsets separately to 
customers, but its efforts would still pit it against big 
U.S. vendors such as Qualcomm, AMD and Nvidia”



An appetizer…..



Trade war
February 2018 

Trump takes the first shot 

US President Donald Trump slaps 30 per cent tariffs on solar panels and washing machines, 
prompting a complaint to the World Trade Organisation from Beijing.  

 

March 2018 

China retaliates after the second shot 

The Trump administration imposes steel and aluminium tariffs across the board, including on 
China, which the Chinese government responds to with tariffs on 128 US products such as wine, 
fruit, and pork. 

 

Jyly 2018 
Trade war begins in earnest 

The US levies its first round of punitive tariffs, triggered by an investigation under Section 301 of 
the Trade Act into Chinese trade and intellectual property practices. Washington’s duties on US$34 
billion in Chinese products is quickly matched by Beijing.  

 

August 2018 

China matches tariffs 

The US imposes tariffs on another US$16 billion in August – again matched by China 
 



 August 2018 

Trade talks fall through 

Business leaders in both countries call for a resolution. But a series of trade talks – including low-
level discussions in Washington in late August – fail to yield a breakthrough. 

September 2018 

Beijing targets Trump's political base 

The US imposes tariffs on US$200 billion in Chinese products. Beijing responds by targeting 
US$60 billion in US goods. Analysts say Beijing’s US$110 billion total targeted industries were 
aimed at Trump’s political base, including a particularly stinging 25 per cent duty on American 
soybeans. 

September 2018 

An impasse 

Beijing reportedly cancels scheduled talks, and US officials signal that they would not 
return to the negotiating table without a concrete proposal from Beijing. 
November 2018 

All eyes on Buenos Aires 

Just before the G20 summit, Chinese Vice-Premier Liu He, calls off a planned meeting in 
Washington at the last minute and pinned everything on talks in Buenos Aires. 

 

December 2018 

90-day truce 

Trump and Chinese President Xi Jinping agree to a trade truce in their dinner meeting at the G20 
summit in Buenos Aires, Argentina. Both sides agreed to not add additional tariffs “after January 1” 
– when Washington was set to raise the tariff rate on US$200 billion of Chinese imports. 





March 28-29, 2019 – US and China hold trade talks in Beijing after one-month 
break

April 10, 2019 – US and China agree to establish trade deal enforcement offices

May 10, 2019 – US increases tariff from 10 percent to 25 percent

May 13, 2019 – China announces tariff hikes on US products, China launches tariff 
exemption system

May 16, 2019 – US places Huawei on its ‘entity list’, banning it from purchasing 
from US companies

June 1, 2019 – China increases tariffs on US$60 billion worth of products

June 29, 2019 – Trade talks to restart, ban on Huawei relaxed

August 1, 2019 – Trump says US will impose 10 percent tariffs on another 
US$300 billion of Chinese goods starting September 1

August 6, 2019 – US declares China is a currency manipulator 



August 6, 2019 – Chinese companies suspend new US agricultural 
product purchases

US delays tariffs on certain products and removes items from the list

August 13, 2019 – US and China agree to talk again in two weeks

August 23, 2019 – China announces US$75 billion in tariffs on US 
goods, Trump threatens tariff increases on Chinese goods

September 1, 2019 – Tariffs come in force as scheduled

October 11, 2019 – US announces “Phase 1” deal, delays tariff 
increase for Chinese goods



• Total US tariffs applied exclusively to Chinese goods: US$550 
billion

• Total Chinese tariffs applied exclusively to US goods: US$185 
billion








