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Is China “the bull in the China shop”?
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Xi Jinping – The core and the eternal leader
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Communist Party of China (CPC)• Rule the country, maintain social stability• ”Socialism with Chinese characteristics for a new era”• Growth and prosperity to the people, uphold socialist and communist values• Owner, Arbitor, Consolidator of the economy
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13th 5-Year Plan 2016-2020
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• Sustainable growth – ”The New Normal” – ”Around” 6,5 %• Doubling GDP to 2020 (from 2010) avoid ”The Middle Income Trap” • Quality, productivity, efficiency, risk control, debt reduction, supply side reforms• SOE reforms while encouraging entrepreneurs and innovation • ”Belt and Road Initiative” (BRI), Asian Infrastructure Investment Bank (AIIB), NDB• The Environmental Challenge: Paris Agreement, investments in renewables, strict environmental inspections • Urbanization, Hukou-reforms, Xiong’an New Area osv• Poverty reduction, social insurance and pension systems, healthcare• Digitalization, AI, ”social credit system”, IoT, Robotisation, Automatisation,”Made in China 2025”• Internationalization of RMB• Further opening of capital markets: Stock Connect, Bond Connect, Panda Bonds, Green Bonds, MSCI EM-inclusion (first steps taken this year)
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Made in China 2025 – global impact
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Paradigm shift in governance of the economy
• Central Control• State Capitalism• Fixed Assets Investments• Export Driven• Volume• Growth at any price

• Set regulatory frameworks• Market Economy• Consumption led growth• Domestic and organic• Quality• Sustainable growth
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Services and consumption drive GDP-growth
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The growing middle class
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“Singles Day” 11/11 2017 
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Supply-side reforms: dealing with overcapacity
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Credit growth, debt levels and now risk controls
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“Belt & Road Initiative” (BRI) & AIIB
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The world’s largest trading nation
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China decreasing export dependency
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The evolving trade war or frictions
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Tariffs, tariffs, tariffs
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Tariffs, tariffs, tariffs
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Tariffs creating new trade patterns
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How will China-US relations develop?
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China-US relations
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• USA sees China as a competitor, not only in trade but also in geopolitics, a new ”Cold War” in the making?• Toughening stance on China by Trump and his administration• CFIUS evolved into the tougher FIRRMA• China still not given ”Market Economy Status” by WTO due to resistance from USA and EU• NAFTA evolved into USMCA• Will China retaliate on USA by flashing its ”black belt in bureacracy”?• China implements deregulations and opening up to foreign participation in different sectors: financial sector, automotive, shipbuilding etc• Lowering import duties on a wide scale• China International Import Expo, Shanghai in November 2018
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Sweden – China and why Sweden is interesting• Sweden one of very few EU with a trade surplus (and growing) on China• Sweden one of the largest recipients of Chinese direct investments into the EU in 2018• Open economy, free trade tradition• No or little government interference, in contrast to larger European countries (might change if EU introduces screening of Chinese investments)• Sweden perceived as a world leading innovation nation – there is a lot to learn!• Sectors: Technology, life science, healthcare, gaming, consumer brands, machinery, shipping, cleantech, fintech, social security and welfare systems etc
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Always remember the ”Laundry List”!• Understand the priorities of the Communist Party of China, today and tomorrow• Do we know the rules and regulations that apply?• Pros and Cons for us? SWOT analysis!• Optimal way to work with China given our existing resources?• Do we have sufficient financial and personnel resources?• Be mindful of the different levels of income and development in different parts of China• No reason to rush through agreements – ”the devil is in the details”• Do you know your Chinese client/counterpart?• The importance of always getting paid!• Deals can be done in both good and bad times, what matters is that you understand the risk and can handle it satisfactorily.• China impresses on a macro level, confuses on a micro level• Work with China in a multi-dimensional way1) direct 2) via Hong Kong, Taiwan, Sydkorea, Japan or elsewhere 3) with Chinese companies outside of China




