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To transform China’s economy and to replicate its 

success elsewhere 
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New normal is about sustainable growth 

China needs external market for its 

transformation 

China’s transformation will also benefit 

many countries 

What do China want? 

Implications for investors 



China’s New Normal 
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Source: Wind, NBS 
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China’s growth dynamics since “opening & reform” era 
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China Manufacturing PMI 
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“Rebalancing” will take place on many fronts  

Source: Wind, The World Bank 

Manufacturing PMI 

Trade 
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GDP Growth Composition 

  

US            41.1 (Year 2013) 

China        46.9 (Year 2014) 

Japan        52.9 (Year 2013) 

Germany   30.1 (Year 2011) 

UK             32.6 (Year 2012) 

France       33.1 (Year 2012) 

Canada     33.7 (Year 2010) 

Brazil         52.9 (Year 2013) 

India          35.6 (Year 2010) 

Russia       41.6 (Year 2012) 
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2010 2011 2012 2013 2014 

Average ROE % Large-scale SOEs 

Medium-scale SOEs Small-scale SOEs 5 

China’s goal is to move away from “Middle-income Trap” 
• Strong emphasis on education  

• Investment in R&D & infrastructure 

• To sustain China’s opening through various trade initiatives 

• Institutional reform 

Source: Wind, Deloitte Research 
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China will become the largest economy 

6 

Nominal GDP 

EIU Prediction 

(US$ B) 

Russia 

Source: EIU prediction 



Reform and Opening occurred when the economy 

"was about to collapse"  

• China’s economic miracle is for real  

• Government’s role since 1978 

‒ Deng, Jiang, Hu and Xi 

‒ Merit of pragmatism and gradualism (“No matter whether 

the cat is white or black so long as it can catch mouse”)  

‒ Market institutions and legal system with Chinese 

characteristics (why Singapore is being viewed as a 

successful model?)   

• China cost (labour, land, environment & unlimited 

external demand) 

• What policies could sustain China’s economic miracle in 

future?  

 

Query -  Have China's unique advantages been eroded? Is the system 

flexible enough?  



China - one of the most open economies  
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China's Exports: Global Share and Growth Rate 
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China remains the largest FDI recipient in 2014 
China is the largest provider of global liquidity  

(current account & capital account balance) 

Source: Wind 



Sino-Russia bilateral trade 
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United States 

EU 

Japan 

Russia 

Russia 

Unit: % 

Source： 

China Customs 

1,44  

1,46  

1,66  

1,77  

1,98  

2,06  

3,54  

3,82  

4,77  

7,36  

I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

X 

The rest seven :I. Footwear, Gaiters and the Like; II. Miscellaneous Manufactured Articles; III. 

Footwear, Headgear, Umbrellas; Prepared Feathers and Articles Made Therewith; Artificial 

Flowers; Articles of Human Hair;IV  Raw Hides and Skins, Leather, Fur Skins Saddlery and 

Harness; Travel Goods, Handbags and Similar Containers; V.Articles of Apparel and Clothing 

Accessories, not Knitted or Crocheted,VI Base Metals and Articles of Base Metal;VII.Electrical 

Machinery and Equipment and Parts Thereof; Sound Recorders and Reproducers, Television 

Image and Sound Recorders;  

* Top Three value of export to Russia: 

X. Machinery and Electrical Equipment; Sound and 

Image Recorders and Reproducers 

IX Textiles and Textile Articles.  

VIII Nuclear Reactors, Boilers, Machinery and 

Mechanical Appliances;  

0,68  

0,94  

0,95  

0,98  

1,64  

2,32  

2,32  

2,32  

15,39  

16,08  

I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

X 

* Top Three value of imports from  Russia 

X. Mineral Products  

IX Mineral Fuels, Mineral Oils and Products of Their 

Distillation; Bituminous Substances; Mineral Waxes  

VIII Mineral Products 

The rest seven :I. Pulp of Wood; Waste of Paper; Paper and Paperboard and Articles Thereof 

II. Fish and Crustaceans Molluscs and Other Aquatic Invertebrate III. Animal products ;IV  

Products of the Chemical or Industries Allied; V. Nickel and Articles Thereof ,VI Wood and 

Articles of Wood; Wood Charcoal; Wickerwork l; VII. Wood and Articles of Wood; Wood 

Charcoal  

Unit: billion USD Unit: billion USD 

China's bilateral trade growth rate with major countries (YTD, yoy) 

China's major imports from Russia   

(By category, Jan.-Sept. 2015) 

China's major exports to Russia   

(By category, Jan.-Sept. 2015) 
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“Belt and Road Initiative” – replicating China’s growth model 

Source: Wind 
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“One Belt, One Road” will be underpinned by Asia 

Infrastructure Investment Bank (AIIB) 
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China Partners 

• To broaden the concept of “Made in China” 

• China reserves +China invests 

• Digest excess capacity in a win-win manner 

• Geopolitical strategy 

• Improve Infrastructure 

• To promote a more inclusive growth model 

• To go beyond infrastructure  

• To speed up RMB’s internationalization  

 Focus on infrastructure，HQ in Beijing，
Registered capital US$ 100 billion with 50% 

from China 

 Currently 60 members, including over 20 

Europeans and broad representation  from 

ASEAN, other emerging markets and the 

Middle East 

 Revival of Silk Road —— Gross project 

investment，US$ 43 billion 

Contract 

foreign 

projects 

revenue 

2014Y: 

US$ 137bn 

 

2015Y: 

US$ 142.4bn 

Vision for the AIIB “the Belt and Road” 

Source: Source: www.news.cn, WIND, Deloitte Research 
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Source: Wind, Deloitte Research 

China’s Long March of internationalizing the RMB   
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USD/CNY  

China-Hong Kong 

Stock Exchange 

2014 

SDR Plan in 

2015 

China signed currency 

swap agreement with 

Russia in 2014 

China signed currency 

swap agreement with 

Belarus, in 2009 

China signed currency 

swap agreement with 

Tajikistan, Kazakhstan 

in 2011 



Investment in Russia or Eastern Europe for Chinese 

companies (lessons) 
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Liquidity 

Reputation  

Project 

feasibility  

 

• Chinese tend to link investment to governments’ guarantee 

• It sometimes becomes difficult in Russia as vast majority of 

projects are only on paper 

• Chinese investors need working businesses with solid 

cash flows 

Paper 

projects 

dilemma 

Solid cash 

flows 

Lack of 

success in 

terms of 

track record 

• Chinese investors have seen in bad cases in many 

countries (CIS and even Canada are included). 

Reactions Drivers Embedded risks 
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Implications 

China needs a more inclusive growth 

model in order to achieve the goals 

China-Russia could benefit from 

strategic initiatives such as “the belt and 

Road” 

Russia could take advantage of China's 

consumption boom & outbound 

investment 


