*

P4

China today

*

New and old challenges

*






- = Caveat

Excess capacity?
Capital outfl :
Inefficient investments?

* Housing bu ?

* Slower growth or no growth at all?

e Debts?
. Urﬂhnces?

Does this model still work?




Consumption vs Investment as a % of GDP

“ Consumption ® Investment
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Borrowing Binge
China's debt dwarfs its economy

B Corporate | Household ] Government [} Bank

300% of GDP

2004 2017

Source: Bloomberg Economics BloombergQuickTake




Eeni‘ral and Local Government Budget
Surpluses/(Deficits)
2000 Through 2013
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Growth Model
" (goal: stability)

model ¥ New model

* |[nvestment * Consumption

* Export
*
%




a dual economy

’Ianned econom
dustrial policies anc
State owned enterpri

(Soes)
k0% GDP |




e Strengths |

Second world €
still growing

Huge domestic market

World legacy
- Technology leader?




. Remember....

ity is crucial for C*

power pillars:
* Economic grewth
. Nationilism




"What China is doing
orruption

3
hina 2025
« BRI > ¢

* Trade V\g’(that is not a trade war)










Second

‘. Generation
Hua Guofen — , ,
D Xiao Pi Third Generation
Mao eng Xiao Ping

Jiang Zemin

First generation (8
immortals)
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Forth Generation:
Hu Jintao, Wen
zhabao



Judicial

People's Republic of

China (PRC)
Government

National administrative

structure

State Council

» Functanal centar of state power

* Dverssan by NPC, but its decisions
heve de facto farce of law

* Hemded by Premiar Li Kegiang

* Pramier is appointed by the Presidemt
with NPT agproval

= Also includes 4 wice pramiers, § stata
counciors, Ministry + Commission
heads

= Most mambers ara alsa high-level
CCP officials

NPC Standing Committas
= hbout 180 membars of NPC who maat
betwsen NPC meetings
* Constitwtional authority 1o modify
|=pisiation

National People's Congress
(NPC)
= Unicameral legislative body
= In theory, a powerful lzw-making
body, but in practice has tended to
approve all CCP decisions
« Has becoma a forum for debatng
wathin the CCPY
« IV or 2 weaks each spring
« Abaut 3000 delegates alected via a
multi-tigrad alactoral syst=m

Fresident
+ Caremonial offica
« Elected by the NPC

« G.ymarterm, 2 tErms max

Xl JINPING

Chinese Power
Structure

Central Military
Commission (CMC)*
+ Command and control
overtha People’s
Libaration Ammy [PLA]

X1 JINPING

|Chairman)

*Technically, there is a siate
CMC and a separate party
CMC., but they are idanticalin
mambership, with tha contral
of the PLA centarad in tha
party. Impartant CMC posts
are hald by senior party
le aders to ensure loyalty of
the armed farces.

Chinase People's Political Consultative
Confarsncs (CPPCC)
+ Advisory body with no formal legislative role

+ Representatives from vaneus organizations, aswel

as mdepandants [i.e. those not affiliated with the
Communist Partyl, but CCP has majority of seats

Chinese Communist

Party (CCP)

Ruling political party with
legal powsr guarantsed by
tha national Constitution

General Becretary

« Highast ronkng offcial

X1 JINPING

Secretarist
* Permanent buresucrac
of the CCP

Politburo Standing
Committes (PSC)**
* Top eadership of the
CCP: most pawerful
decision-making body in
the PRC
+ Recently 7-9 mambers

) Puolitburo
u + 2% senior laaders of the

cCcP

* Managas the work of tha
Polithuro and its Standing

Committos

Central Committas
+ Dfficially appoints the most poweriul
paople in the CCP incheding members
of the Palitbura, P5C, and CMC
* Agproximately 200 membars that are
lnnding figures of tha CCP, the state,
and the army

National Party Congress
= CCP laadership changes |Cantral
Committea/Politbura) are announced
* Held gvery 5 years with about 2000
delegates
# In practice, decisons are made
before the Congress

**Pasitond in parantheses ame past rolad, &8 Aew poverament postings wll nof be roveslad watd March X185 when the Nationa! Peopie's Congrads (NPC) comenes. X and L will Lbsly retain thair

Prowsgens and Prowmiar, respocive

bur rhase will st bo o

firmad woni tha NPT,

Eusrulive CommEsan on

New PSC

X1 Jinping
Age: 64
General Secretary of the CCP,
Chairman of the Central Maitany
Commission, (President of the
Peopia’s Republic of China)**

Li Keqiang
Aga: 62

{Pramier of the Peopla's Republic of
Chinal)

Li Zhanshu
Age: 67
(Secretary of the General Dffice of
tha CCP

Han Zheng
Aga: 63
(Party Secretary of Shanghai)

‘Wang Huning
Age: 62
First af tha CCP Central
ammnwm.
Ressarch Otfice of the CCP Central
Commitiae)

Wang Yang
Age: 62
(Vice Premier of the People’s
Republic of Ching)

- Returning PS
t the 197 Party Congress

New PEC membar appointed
Bt the 197 Party Congress

Zhao Laji
Aga: 60
Secretary of the Cantral Commission

of D@w Inapection, (Heed of
tha Organization Department)

Bmber appointed
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\ 4
. ’ Presenting the key men from the
S CHINA'S MOST POWERFUL :xusie:
- ’ a Committee of China

X1 JINPING (64)

General Secretary of the
Communist Party of China

LI KEQIANG (62)

Premier
Remains one of the most
public voices for China’s
economic policies, even as Xi
has encroached on his portfolio

WANG HUNING (62)

Policy
Research Chief
The ex-law school dean has
served as ideological guru
to 3 Chinese presidents

Source: Bloomberg

LI ZHANSHU (67)

Chief of Staff
Former rural official whose
ties with Xi stretch back to

the 80s, Li previously served
as Xi's de-facto Chief of Staff

ZHAO LEJI (60)

Personnel
Chief
After almost 3 decades climbing
the ranks in Qinghai, he recently
headed up the party’s secretive
Organisation Department

WANG YANG (62)

Vice Premier
Known for his folksy manner,
has served as key liaison to US
& previously headed coastal
province of Guangdong

HAN ZHENG (63)

Shanghai
Party Chief
For the first time in a 3-decade
career in Shanghai, he is heading
to Beijing after rising through
ranks unimpeded by scandals
unfolding around him

neworkIcreative




HOW THE CCP RULES:
CHINA'S LEADERS OF
PARTY AND STATE

AFTER THE FIRST SESSIONS OF THE 13™ NPC AND CPPCC
JULY 2018

KEY:
“The Core" of the Leadership

Members of the CCP-CC Politburo Standing
Committee (PSC) and other national-rank leaders not
in retirement

Members of the CCP-CC Politburo (PB)
(vice-national rank)

Other Leaders of Party and State (non-PB leaders not
in retirement with vice-national rank)

Name, position, and age of leader in 2017

Official order of PSC Members

Secretary, CCP-CC Secretariat (vice-national rank)

New to the Politburo at the 19th Party Congress

FOREIGN AFFAIRS

People's Republic of China

MILITARY

KEY LOCALITIES

PARTY AFFAIRS

PERSONNEL AND /
ORGANIZATION | #

PROPAGANDA AND
POLICY RESEARCH

PS Gux'don
uangdong
61 cheni @ /
Wei Fenghe Chen Quanguo Al Director, CCP- g
Member, CMC; PSXinjang  Chen Min'er ZJ CC Organization
State Councilor, Minister 62 PS Chongging Department; President, Shen Y
of National Defense 57 Caentral Party School / en Yueyue
63 0 64 Vice Chair, NPC-SC;
PS Tianjin i Qia Chair, All-China Women's
; 61 Ding Xuexiang : Federation
Xu Qiliang fe A Director, CCP-CC s? / Hyang Kunming © 60
Vice Chair, CMC General Office Director, CCP-CC 7,
& CaiQi F & Department Wang Dongming
PS Beljing 61 Vice Chair, NPC-SC;
£2 /

Vice Chair, CMC
Wang Yi 67
State Councilor, Minister of
Foreign Affairs
64

Yang Jiechi
Director, Office of the CCP-

Central Committee of the Chinese Communist Party

Central Military Commission

National People's Congress Standing Committee
Chinese People's Political Consultative Conference
CCP Central Commission for Discipline Inspection

CCP Party Secretary

Ties to Xi Jinping before 2012:

BJ: early life/career in Beijing

SX: personal/career ties to Shaanxi
HB: career overlap in Hebei

FJ: career overlap in Fujian

ZJ: career overlap in Zhejiang

SH: career overlap in Shanghai

CS: close work relations at center

JUDICIARY AND
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FAIRBANK
CENTER
FOR
CHINESE

STUDIES

==
| 1

INFOGRAPHIC BY YUANZHUO WANG AND JAMES EVANS
SOURCES: NEWS REPORTS, CHENG LI: CHINESE POLITICS IN THE
XI JINPING ERA: REASSESSING COLLECTIVE LEADERSHIP (2016)

CC Foreign Affairs Work
Commission
67

Not a member of the 19*
CCP-CC, PB, or PSC but
retained national-rankas __ 8 8

18" PSC member

Zhao Kezhi

State Councilor, Minister
of Public Security; Vice
Secretary, CCP-CC
Political and Legal Affairs
Commission
64

Guo Shengkun ©
, CCP-CC Political
and Legal m:n Commission

Zhou Qiang
President, Supreme
People’s Court
57

Zhang Youxia BJ

to

Chair, All-China Federation
of Trade Unions
61

Heads of Mass Organizations
below vice-national rank and
non-CCP heads not listed

5

©]cs)
Wang Huning
1st Ranked Secretary,
CCP-CC Secretariat;
Director, CCP-CC
Policy Research Office
62

N

s

|
X1 JINPING

General Secretary, 13 other Vice Chairs of the

ccp-cc Li Zhanshu Wang Chen sx NPC-SC: 3 semi-retired
President, PRC, Chair, NPC-SC 1+ Ranked Vice Chalir, senior officials, 2 heads of
Chairman‘ cnd 67 NPC-SC mass organizations, 2 ethnic
3 2 67 minority leaders (1 Tibetan,

64 1 Uyghur), and 6 heads of

“democratic parties.”

Li Kegiang

Premier, State
9 7 Council
Sun Chunlan

[ 5X } 62
Zhao Leji 9 Han Zheng B sl ot

Secretary, CCDI 1* Ranked Vice ucatio sports,
60 Wang Yang Premier... *L “wm":«.n
Chair, CPPCC 63 67
62

Hu Chunhua
Vice Premier in charge of
Zhang Jun Y-——9—-~"" Xiaodu © agriculture and rural work, poverty
et e St S mioad Vioal| sH alleviation, trade, and natural
rocurator-General, Supreme oAt
People’s Procuratorate er;y.':o?;ll‘ mm;‘"m‘ Xiao Jie
Supervision Commission . State Councilor, Secretary General
64 Vice mei‘Dt,_ :WBWJ of the State Council

of the CCP-CC Finance and 0

Economics Commission..*2
65

SUPERVISION AND

ANTI-CORRUPTION

Wang Yong
State Councilor in charge of non-
financial business regulations, state-

He Lifeng
Vice Chair, CPPCC; Minister,
National Development and Reform

owned enterprises, IP protection, and Commission
emergency management 62
You Ouane Zhang Qingli 62
Director, CCP-CC United 1* Ranked Vice Chair, *1
CPPCC 1st Ranked Vice Premier in charge of macroeconomic planning,

Front Work Department
63 66 government budget and restructuring, economic development,
social security, energy, natural resources, and the environment.
23 other Vice Chairs of the CPPCC: 1 Secretary
General, 2 State Council ministers, 11 semi-retired
senior officials (including 3 from Hong Kong/
Macau), and 9 leaders of “democratic parties/
groups;” some Vice Chairs are ethnic minorities.

*2 Vice Premier; Director, Office of the CCP-CC Finance and
Economics Commission in charge of finance, science and
technology, industry, SMEs, transportation, economic policy
coordination and major international economic relations

ECONOMY AND PUBLIC

UNITED FRONT ADMINISTRATION

SNOILVZINVYIY0 SSYI

FANLYISIOF




N@ta monolithic power

Princelings
Bo Xilai
Xi Jinping

Hu Yaobang .

Hu Jintao

k-

Shanghai Clique
Jiang Zemin



But‘gving away from collegiality

b4

.* End of the limit of two five-year presidential

terms ~

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




The 14 principles of 'Xi Jinping Thought'

 Social welfare

y supreme 4
h

eople-centric approac

* Coexistence with nature
epening reform e Stronger national security

* New development id*’ e Party's authority over army
* Representative institutions e Reaffirming national unity
* Rule of lawgt. * Common human destiny

e Socialist va]lTés e 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



Univerﬂss: what you cannot talk about....

Universal values
Freedom of spe‘ac*
Civil society
e Civil Rights
* The historical errors of the Chinese Communist Party
* Crony Capitalism

. Judimndependence

Deans of top universities are not necessary Professors
anymore.....







Why anti corruﬂ'gn is important?

.

Corruption wai*molishing the base of CCP and
its credibility

Corruption was pushing for unnecessary
Investments

Corruption was creating lobbies within the

Con*n-unist party



Why anti corrupt'”.can be a problem

In of command at a#dium low level is weaker
k of trust
\

People are afraid to daojinvestment 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
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Jul 02,2014

Jul 02, 2014

4

Jan

2014

Sep 01,2013
==

Aug 27,2013

- - . Jiang Jiemin
Tan Hong Former State-owned Assets

Former senior official at the
Ministry of Public Security's
Guard Bureau

Yu Gang

Former deputy director of the Jul 29, 2014

General Office of the Central
Politics and Law Commission

O Oil industry
O Zhou aide Dec 20, 2013
O Sichuan f-

O Law and security

Supervision and Administration
Commission chairman

ight Tigers and Flies

Liu Han
Mining tycoon

Li Hualin
Former CNPC deputy general

manager

. Zhou Yoﬁgkang

I.‘ g
':, Lo Purged Li Dongsheng
Former Vice Minister of Public
Security

Feb 18,2014

{ - ‘
Jul 08, 2014

| -
Ji Wenlin
Former Hainan deputy governor

Former Hainan deputy governor

Retired Politburo Standing
Committee member

Li Chongxi

Former Sichuan CPPCC

Jun 22, 2013
-

¥

Guo Yongxiang
Former Sichuan vice governor

chairman

Dec 06, 2012

Li Chuncheng
Former Sichuan deputy party
secretary

Sam- oo
ntp I/W‘I“ﬂzl((!lll/h(ﬂllll]Wdlll)d(i



Daggers drawn

Some clues on why China arrested the
president of Interpol

Officials say Meng Hongwei is suspected of taking bribes. His case has the smell
of politics

Asia > = =
Oct gth 2018 A o @ @
| Subscribe: 12 weeks for €20 | | Sign up: 3 articles per week |




*I NA MANUFACTURING 2025

our cost 10% up *y year
ging population

Need to control more added value

* Technology gap in many industries

* Some indugtries are moving to other countries

* Need to change growth model



CHINA wNUFACTU RING 2025: industries

Next generation IT

High-end numeri*ntrol machinery and robotics

Aerospace and aviation equipment

Maritime engineering equipment and high-tech maritime
vessel manufactugin

e Advanced rail eﬁwent

* Energy-saving vehicles and NEVs

. EIectjgf.a-l equipment

e Agricultural machinery and equipment

* New materials
* Biopharmaceuticals and high-performance medical devices




CHIWANUFACTURING 2025:
goals

e 40% of basic cc*onents and basic materials to be
domestically manufactured by 2020, rising to 70% by
2025.

e 30% reductim operating costs, production
cycles and product defect rates by 2020, rising to
50% I?g,c-;ZOZS.

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



) o

Made in China 2025 aims at substitution
- Semi-official targets for the domestic market share of Chinese products (in per cent)

2020 m 2025

New energy vehicles |-|
High-tech ship components |--|
New and renewable energy equiprent - 550 [ R [ [ e

Industrial robots ]
High performance medical devices --|

Large tractors above 200 hp and harvesters ---

Mobile phone chips .l

Wide-body aircrafts .|
10 20 30 40 50 60

Source: Expert Commission for the Construction of a Manufacturing Superpower

& MERICS




‘Bolicy Instruments

1. Forced technology transfers in exchange for market access
2. Market access wovernment procurement restrictions
for FIEs

3. Standards

4. Subsidies

5. Financial pol*

6. Government-backed investment funds

7. Su@rt from local government

8. Technology-seeking investments abroad

9. SOEs: mergers and politicisation

10. Public-private partnerships



Under Pressure: Industrialised countries will feel the heat of Made in China 2025 t’
Yulnerability of select industrial countries to Made in China 2025

Ly
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Importance of high-tech industries
Share of manufacturing value-added contributed by high-tech industries (per cent)

Sounce: FMERICS
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Bel_tfrnd Road Initiative
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US: China inment —> isolationism -> decupling?

AIR CANADA

" CARGO

| Www.alrcanadacargo com

L —

-
o



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

Infrastructure

Finance

Institutions
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Plot of loans along

“One BeIT; One Road

- 21st-Century Maritime
Silk Road

~ ==Maritime Road

Continental Extension

Silk Road Economic Belt
== Northern corridor
Central corridor
= Southern corridor
-=Secondary routes

e Loans locations

| @Silk Road Economic

Belt Hub
21st-Century Maritime
Silk Road Hub




Plot of loans along
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Central Asia-China
gas pipeline, line D
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Infrastructure

Railways ¥~

New lines from

' T t costs — =
Cir To B o
New line u Change )

Ports Production?

reus
ew Suez Canal
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Available trade lanes Asia-Europe (lead times!)) Comparison of transport modes CN-EU

Cost

Trans-Siberian Railway (20 days) USD/FEV

Transit
time
Days

1) Terminal-to-terminal lead times

SCHENKER




Rail is positioned between Ocean and Air offering
customers an interesting alternative to traditional modes

Comparison of transportation costs [ lead time door-door
One notebook from Chongging - The Netherlands

Ocean _ Rail h Ocean/Air h

USD | notebook
Lead Time

= Ocean < Rail Rail offers a 16 day lead time advantage. However, price is three times that of ocean

= Air & Rail Rail offers > 70 % price reduction. However, lead time is 18 days slower

» Ocean/ Air < Rail Rail offers > 50 % price reduction with same lead time

1) Depends an number of units per 40' Ct = Assumption here is 2,500 units



Tra&effects
¥

—>Volume effect
%C*position effect

* - Logistic effect




l Volume effect
Import export with China 2017 (€)

)~

IMPORT EXPORT

72.371.614.529 87.230.537.365
21.451.009.030 6.141.369.340

28.055.059.248 18.860.097.074
52.618.461.594 18.844.764.300
28.430.417.879 13.513.861.297
POLAND 16.322.008.861 2.061.704.924




* Composition effect
EU 28 China Railways import export

(o]0 impo‘”r

84 machineries 48%
85 electrical machinery 25%

top export
87 vehicles 57%
84 Machineries 20%




*position effect 410 Capital goods
(except transport equipment)

% %
import  Export
REPORTER/PERIOD Jan.-Dec. 2016 Jan.-Dec. 2016 tot tot

FLOW IMPORT EXPORT

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%

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

5.990.484.586 2.683.708.458 21,96%  24,23%



420 P nd accessories of capital goods
(except transport equipment)

FLOW IMPORT EXPORT % %

Import export
REPORTER/PERIOD Jan.-Dec. 2016 Jan.-Dec. 2016 tot tot

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 Tra”‘brt equipment, passenger motor cars

FLOW IMPORT EXPORT

% %
REPORTER/PERI Import  Export
oD Jan.-Dec. 2016 Jan.-Dec. 2016 tot tot

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%



*30 Parts and accessories
of transport equipment

FLOW IMPORT EXPORT

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

GERMANY (incl
DD from 1991) 2.591.923.125 11.366.303.265

SPAIN 901.360.204 409.808.181
“"FRANCE 1.262.282.827  2.198.526.810

UNITED
KINGDOM 1.990.718.091  1.237.777.483

ITALY 1.221.442.644 548.517.818

%
Import
tot

3,70%
4,53%
4,76%

3,74%
4,48%

%
Export
tot

14,76%
8,15%
13,74%

7,60%
4,95%




* Logistic effect
rade Railways EU China 2017

*\AANY (incl DD from 1991) 0 CZECH REPUBLIC (CS->1992)
POLAND B SLOVAKIA

O NETHERLANDS 8 AUSTRIA

O HUNGARY O SWEDEN

O FRANCE O BELGIUM (and LUXBG -> 1998)

OITALY O Others



 _

PARTNER

CHINA

GEORGIA
KAZAKHSTAN

RUSSIA

PARTNER
CHINA
GEORGIA
KAZAKHSTAN

RUSSIA

Ra 28 export

Jan.-Dec. 2012 Jan.-Dec. 2013
332.936.801 1.063.230.789

15.630.621 9.271.768
773.848.210 796.492.405

6.253.440.559 6.022.183.661

Rail EU 28 import

Jan.-Dec. 2012 Jan.-Dec. 2013
1.340.480.299
1.595.216
1.088.034.797

6.287.424.151

Jan.-Dec. 2014

Jan.-Dec. 2014
1.422.718.287

2.318.592
1.245.768.332

5.414.855.103

Jan.-Dec. 2015

1.350.198.599 1.769.089.060

10.901.186 7.928.557
716.208.151 389.373.015

4.377.610.217 2.472.495.122

Jan.-Dec. 2015
2.316.998.552

6.923.458
1.251.062.423

5.357.786.089

3.911.980.800
6.292.795
576.594.535

4.783.812.652

Jan.-Dec. 2016

4.532.172.272

10.171.673
254.837.808

2.286.076.095

Jan.-Dec. 2016
5.642.748.940
10.334.446
415.003.008

4.441.584.545







- Piraeus
X

Si the entry of COSCO in the late 2000 Piraeus went from
500.000 to 3.5 miIIionw

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




‘T\lew Suez Canal

It is not only more a*bigger Cargos
t is a new port development (6 million Teu capacity in the

future) *

CHINA-EGYPT SUEZ ECONOMIC & TRADE COOPERATION

ZONE (SJ%;ZONE)




"'New Suez Canal

ore volumes in the‘*diterranean sea

o new Logistic hubs that will compete with the Ports in
North Europe but a-I*vvith some Southern European port

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

-
Egypt could steal market share also thanks to SEZ



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

East, S.E.

Mediterranean
B North

Mediterranean
B West, S.W.

Mediterranean
m Black Sea

B North West

Europe , U.K.
W Baltic Sea

America
2001 (212) 2015 (405)




Pamfs-extra (excess?) capacity
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Total Med ports movements in Teu 2017: 75 million



ZOlt EU China trade (transport)

Sea Rail Air

Value

Volume

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 oillion € in 2018 Source: Eurostat
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China's merchandise trade with BRI countries

(non-seasonally adjusted)

s Surplus (LSS bn); left scale Exports { % change, year on vear); right scde
= [y ports (% change, vear on year); right scade
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Sources: Ministry of Commerce; The Economist Inteligence Unit,




>4 Finance
ilk Road fund

BRICS development iank
e (China Africa Development Fund - CAD Fund)

* |nteractionwith international institutions (WB, ADB, etc.)
tith Juncker plan (EU)

* |nteraction



I\/IuItiIateraNanks’ subscribed capital (USD million)

$300,000
$250,000

$200,000

$150,000
$100,000
$50,000 I I I
. -

World Bank Asian Asian African Islamic New
(International Development Infrastructure Development Development Development
Bank for Bank Investment Bank Bank Bank Bank
Reconstruction
and
Development)




-

Authorized Capital
¢ Stock in the AlIB

China will contribute $29. 8"‘
billion of the Asian
Infrastructure Investment

Bank’s $100 billion in initial
capital, likely giving it veto
power.

Total: $100 billion
bers Regional members
$25 billion $75 billion
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Loans and equity investments at end 2016

AllIB Silk Road
Fund
China
Developm
ent Bank
USS

4 largest
Chinese
commerci
al banks

China
Exim




l BRI: Challanges

- Ports: overc!pacity and competition

- Railways: subsidies and new interconnections
(see Pira udapest)

—> Railways connections will benefit more northern
Jand eastern Eu countries

—Some countries not so happy



*hina 2025: challanges

Inese Mercantilism

R

ew Technologies .

e Standards

*
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China 2025 — BRI: and now?
c H I "ADAI l‘:ﬁﬂfﬁiﬁ {:.-".-"vﬂ.!.-'v.-'.chmadailia;:rna;;;ég}l chmadaily.com.cn)

Home (//www.chinadaily.com.cn) / Opinion (//www.chinadaily.com.cn/opinion) / Featured Contributors

Italy to be first G7 member to sign BRI agreement
By Alex Chan | chinadaily.com.cn | Updated: 2018-10-12 15:07

“When the wind of change blows. some people build walls. others build windmills.” This 1s the

Chinese proverb quoted by Italian Undersecretary of Economy and Finance Mr. Michele Geraci on

Oct 1. when Task Force China was inaugurated at the Italian Ministry of Economy and Finance in
Rome. The goal of Task Force China is to develop. under the coordination of the Italian Ministry of
Economy and Finance, a systemic approach to dialogue with China and to address all aspects of
bilateral cooperation. from trade and investment fo cooperation in science. infrastructure. culture,

tourism as well as transportation.



Chida 2025 — BRI: and now?

REUTERS Q

Brexit Imprisoned In Myanmar Sectors Up Close Breakingviews Investing Future of Money

3 BUSINESS NEWS
MOVEMBER 20, 2018 [ 2:35 PM [ 2 DAYS AGO

With eyes on China, EU agrees investment screening rules

Philip Blenkinsop

BRUSSELS (Reuters) - The European Union on Tuesday provisionally agreed on rules for a far-
reaching system to coordinate scrutiny of foreign investments into Europe, notably from China,

to end what a negotiator called “European naivety”.




Committee onﬁ,reign Investment in the United States

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




FIRRMA (Foreign Investment Risk Review Modernization Act)

FIRRMA: What Transactions Are Covered?

Current Law Added by FIRRMA
Substantive Expansion of CFIUS Jurisdiction Closing “Loopholes”

“CoNTROL” CRITICAL CRITICAL REAL ESTATE?* MANDATORY
oF US TECHNOLOGY INFRASTRUCTURE Purchase or lease; DECLARATIONS

close to US military or : 3 .
BUSINESS COMPANY?* COMPANY?* sensitive facility fOrR gl SOV Ciarsariions
and potentially others

CIRCUMVENTION OR
EVASION

IP AND SUPPORT NON-PASSIVE Transaction or other
arrangement designed or

fics ‘oiainaty INVESTMENT -
customer relationship” mtgnded 80 tE\cl?:?Ssor
circumven

CHANGE IN RIGHTS
Where “could lead” to
control or critical company
non-passive investment

“WHITE LIST” COUNTRIES™

Investors from US treaty allies, etc.

*Highly dependent on
implementing regulations ‘ , ‘ !

STEPTOE & JOHNSON LLP
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Our technoloqy. Your future




Chifla 2025 — BRI: and now?

nology ¥

. Urges Allies to Avoid Using Huawei Equipment, WSJ Says

Bloomberg News23 novembre 2018, 01:00 CET Updated on 23 novembre 2018, 10:05 CET

*

k-



Chifra 2025 - BRI: and now?

ocks Japan's Lixil Mselling building unit to China
ian subsidiary supplied glass panels to One World Trade

Center
y ¢

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

) o




Td-e and Technology war
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R&D Expense (in USD billions, income

statement exchange rate) MDY e

Company Name Country Industry 2012 2017 2018 2018
Amazon.com, Inc. Internet and Direct Marketing

United States Retail 2,91 16,09 22,62 12,7%
Alphabet Inc. United States Internet Software and Services 5,16 13,95 16,23 14,6%
Volkswagen
Aktiengesellschaft Germany Automobiles 8,69 13,82 15,77 5,7%
Samsung Electronics Co., Technology Hardware, Storage
Ltd. South Korea and Peripherals 9,32 14,33 15,31 6,8%
Intel Corporation Semiconductors and

United States Semiconductor Equipment 8,35 12,74 13,10 20,9%
Microsoft Corporation United States Software 9,81 13,04 12,29 13,7%
Apple Inc. Technology Hardware, Storage

United States and Peripherals 2,43 10,05 11,58 5,1%
Roche Holding AG Switzerland Pharmaceuticals 8,54 11,83 10,80 18,9%
Johnson & Johnson United States Pharmaceuticals 7,55 9,10 10,55 13,8%
Merck & Co., Inc. United States Pharmaceuticals 8,47 10,12 10,21 25,4%
Toyota Motor Corporation j3pan Automobiles 7,34 9,77 10,02 3,9%
Novartis AG Switzerland Pharmaceuticals 10,17 9,57 8,51 17,0%
Ford Motor Company United States Automobiles 5,30 7,30 8,00 5,1%
Facebook, Inc. United States Internet Software and Services 0,39 5,92 7,75 19,1%
Pfizer Inc. United States Pharmaceuticals 9,07 7,87 7,66 14,6%
Alibaba Group Holding
Limited China Internet Software and Services 0,46 2,72 3,63 14,4%
Tencent Holdings Limited  chijng Internet Software and Services 0,41 1,82 2,68 7,3%
ZTE Corporation China Communications Equipment 1,31 1,96 1,99 11,9%

Baidu, Inc. China Internet Software and Services 0,21 1,56 1,99 15,2%
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Bachelor’s degrees awarded in S&E fields
by selected country or region: 2000 to 2014




The Countries With The Most STEM Graduates

Recent graduates in Science, Technology, Engineering & Mathematics (2016)

China

india 22 [ 2.6m
United States 2= I 563,000

Iran == N 335,000

Indonesia ™= ¥ 206,000

Japan @ B 195,000

@®O

@statistaCharts Source: World Economic Forum FOl'beS Stat|8ta 5




‘h : v/ (] Framework for critical information infrastructure i
protection
China’s e L
4 . (] Requirements of critical information infrastructure
El]l el’gl “ g [ Cybersecurity protection requirements of critical information infrastructure
) it Guide to Security Inspection and Evaluation of Critical Information Infrastructure

OH Evaluation criteria for ICS products security
OH Personal Information Security Specification
J OEI Guidelines for Data Cross-Border Transfer Security Assessment

Cyber
Governance
tem

o] Internet News and Information Services New Technology and New Applications Security Assessment Management Regulations (2017)

Management Rules of Internet Group Information Services

L]

]

H Internet User Public Account Information Services Management Regulation (2017)
’;| Internet Thread Comments Service Management Regulation (2017)
]

0

]

Internet Forum Service Management Regulation (2017)

Internet News Information Service Management Regulations (2017)

Regulations for Internet Content Management Administration Law Enforcement Procedures (2017)

9 The Key Network Equipment and Cybersecurity-Specific Product Catalogue (Batch 1) 2017

(] Interim Security Review Measures for Network Products and Services (2017)

® |;| Security Assessment Measures for Cross-Border Transfer of Personal Information and Important Data (2017)
L] Critical Information Infrastructure Security Protection Regulations {Opinion-seeking Draft) 2017

] Counterterrorism Law (2015)
| National Security Law (2015)
solololo|  Cybersecurity Law (2017)
| Encryption Law (2017)
Made in China 2025 (2013)
Guiding Opinions on Actively Promoting Internet Plus (2015)
13th Five Year Plan on Major Science & Technology Projects (2016-2020)
13th Five Year Plan on Informatization (2016-2020)
’ International Strategy of Cooperation on Cyberspace (2017)
‘ ® National Informatization Development Plan (2016)

/

/
/
/
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/
// / 4
/ e/ “"l [ // /J /

/

DOCUMeNT  STANDARDS' MEASURES & REGULATIONS LAWS STRATEGIES

B Final B Final B Final W Final

Draft Draft Draft Draft TOPICS
. . . COVERED

* Only a fraction of the

dozens illustrated here. SECURITY

C SI S CENTER FOR STRATEGIC &
INTERNATIONAL STUDIES



Techtonic shift 1,068%
Mobile

China’s tech sector as % of United States M Five years ago payments
I 2018 or latest

E-commerce ___ _
transaction
value

Market Venture
value capital

of listed funding

. ) internet
Foreign expenditure and stocks

_sales of R&D of listed
listed tech tech firms
firms

Number Digitisation Market Value of Al papers
of A index for value of listed “unicorns” cited by
profess- non-tech tech stocks {startups valued third parties

ionals industries at over $1bn)

Cumulative market capitalisation of top 200 tech firms, $trn
2007 2012

Top 10 firms accounted for
64% of totalin the US,

and 50% in China
Now, they account

for 63% in the US,
and 68% in China
United States

I China
ﬁ::r

%

1 50 100 150 200 1 50 100 150 200
Number of firms Number of firms

Sources: AllianceBernstein; Bloomberg; CB Insights; Goldman Sachs; McKinsey; The Economist
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‘c 5G connections forecast in China
Million 576

- 90

N
207 025 5T

5G capex betwgge

576M "4

5G connections in China
by 2025

41%

China’s share of
global 5G connectiqg

5G capital expenditure forecast in
400  RMB billion

300

200

100

0
2019 2020 2021 2022 2023 2024 2025

4G maturity

Widespread fibre
deployment

Small cell deployment
Supportive government

Favorable factors

Limiting factors

Less mature device
ecosystem initially

Premium price point for
consumer devices

Early as a hotspot
technology in first-tier
cities

Less aggressive network
rollout than 4G

Rise of device availability
will drive new content and
applications

A wider set of ICT
services will be offered by
means of new 5G
terminals




Ultra-fast
broadband

Augmented & virtual reality

Autonomous cars

Emergency services ﬁ
P

Enhanced mobile broadband (eMBB)

Require high bandwidth, in some cases ultra-high
reliability

Ultra-reliable, low-latency communications (URLLC)
Demand reliability and millisecond latency
Not necessarily high bandwidth

Massive machine-type communications (mMTC)

Concerned with connecting millions or billions of
low-power sensors with low data rates




Hua”l unveils new Al chips amid
Chinese technology ambitions

“The new 7 nanom¥r Ascend 910 chipset that

\ Huawei unveiled at its annual global partners’
conference will segvice 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”




China files a complaint
to WTO againsE()U.S. APRIL 16
metal tariffs.
The Commerce Department
bans U.S. companies from
selling components to ZTE.

[ ]
I \n a etlzer Four days after ZTE
p p P et suspended operations,

Trump says he and Xi Jinpin
are inptallys to save ZTE. :

teven
Mnuchin says the U.S.-China
trade war is “on hold.”

Treasury Secretary Ste

~ Commerce Secretar
Wilbur Ross says ZTE's
Denial Order was lifted and
replaced with a $1 billion fine.

JUNE 17

Trump announces imposing

a 25% tariff on$50 billion of

_ Chinese goods. China says it
will retaliate with equivalent tariffs.

JUNE 18

The Senate votes to block
the Commerce Department’s
deal with ZTE.




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.

B

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,
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.

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




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.

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

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 Beljing.

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

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.




US vs China statements on 90-day trade truce

Topic us China

IS to continue adhering to the one-

Taiwan Mot mentioned China policy
Market China will expand market access for
: American firms and take steps to
a%cﬁrsrﬁ;m Not mentioned address the legitimate concerns of US
companies
x;ﬂh China Mot mentioned Mot mentioned
ﬁ;a;%c;rglm- Chinese President Xi Jinping open to approving the deal Mot mentioned

If the two sides cannot reach an agreement within 90 days,

Deadline the US will raise tariffs to 25 per cent Not mentioned

Tariffs Mo additional tariffs imposed on January 1 TR Tl I B L T2 2 AT
January 1

Further Both sides to immediately begin talks over a wide range of Baoth nations are working towards

neqotiations issues, including forced technology transfers, intellectual remaving existing tariffs. Negotiations

=0 property protection, non-tariff barriers and cyber intrusions. will continue

Chinatobuy  Agreement for a not-yet agreed upon, but very substantial, China to buy more American products

more from amount of agricultural, energy, industrial, and other based on Ching's pace of opening up

s products from the US. and domestic market needs

C'pioid war Fentanyl to be designated as a controlled substance China to revise regulations and step up
law enforcement of fentanyl

Morth Korea X1, US President Donald Trump and Morth Korean leader China supports upcoming Trump-Kim

meaating Kim Jona-un to work for 2 nuclear-frea Korean oeninsula meaating



March 28-29, 2019 — US aid China hold trade talks in Beijing after one-month

eak
é[il 10, 2019 — US and China agree to establish trade deal enforcement offices
; 1019 — US increases t#from 10 percent to 25 percent
C

, 2019 — China announces tariff hikes on US products, China launches tariff
exemption system

May 16, 2019 — US places H'*wrel on its ‘entity list’, banning it from purchasing
from US companies

June 1, 2019 - China increases tariffs on USS60 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
USS300 billion of Chinese goods starting September 1

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



August 6, 2019 — Chi‘e companies suspend new US agricultural
duct purchases

tariffs on certain products and removes items from the list
st 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*t‘j’ff increases on Chinese goods

September 1, 2019 — Tariffs come in force as scheduled

October 11, 20.19':,— US announces “Phase 1” deal, delays tariff
increase for Chinese goods



b o

al US tariffs applk*xclusively to Chinese goods: USS550
illion

tal Chinese tariffs applied exclusively to US goods: USS185
billion

=



Bloom_berg

Businessweek
October 8, 208

The Big Hack



| Bloomberg Anywhere Remote Login | Bloomberg Terminal Demo Request

Bloomberg Businessweek

The Big Hack: How
ChinaUseda Tiny
Chip to Infiltrate U.S.

Companies

The attack by Chinese spies reached almost 30 U.S. companies,
including Amazon and Apple, by compromising America’s
technology supply chain, according to extensive interviews with
government and corporate sources.
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