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The Rise of China

China’s GDP
-Grow 34 times in 40 years (1978-2018)
-Rank 2 in 2019, from rank 11 in 2001.

China focus on:

-Peaceful development, won’t seek hegemony, seek co-
development to win, create human common destination.
-Use soft power: move with humanity, charm with
principles, convince with virtue.

US & the West thinks differently:

-Over-power with authority, buy people with money.

-Weak in human rights, lack freedom & rule of law.
16



The Global Economy by GDP

Source: World Economic Forum
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2019-2020 World Economy Growth Contribution (Intl$)
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Top 10 Countries, Ranked by Retail Ecommerce Sales,
2018 & 2019
billions and % change

2018 2019 % change .
1. China* $1,520.10 $1,934.78 27.3% I
2. US $514.84 $586.92 14.0% |
3. UK $127.98 $141.93 10.9%
4. Japan $110.96 $115.40 4.0%
5. South Korea $87.60 $103.48 18.1%
6. Germany $75.93 $81.85 7.8%
7. France $62.27 $69.43 11.5%
8. Canada $41.12 $49.80 21.1%
9. India $34.91 $46.05 31.9%
10. Russia $22.68 $26.92 18.7%

Note: includes products or services ordered using the internet via any
device, regardless of the method of payment or fulfillment,; excludes travel
and event tickets, payments such as bill pay, taxes or money transfers, food
services and drinking place sales, gambling and other vice good sales;
*excludes Hong Kong

Source: eMarketer, May 2019

T10308 www.eMarketer.com
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Web Supremacy

China internet users top combined population of Japan, Russia, Mexico and US.

B Number of internet users in China
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China is Threatening America's Unicorn Dominance
Distribution of unicorns 'born' from 2013 to 2017, by country

® © &
® © O

@

2013 2014 2015 2016 20177

* as of 28 September

@ @ @ A unicorn is defined as a private company valued at more than 1 billion USD.

@statistaCharts Source: CB Insights StatiSta 5
=>#2 in Unicorns (startup companies worth more than $1 billion). In 2020, the
number of Unicorns are ). Interestingly, 16 79

Unicorns in the US were founded by Chinese immigrants or Chinese Americans.

China's Electric Vehicle Market Races Ahead

Estimated plug-in electric vehicle sales in the United States and China“
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=> #1 in electric cars — manufacturing and sales
=> #1 in consumer drones ( )
=> #1 in supercomputers ( supercomputers

are Chinese)

=> #1 in mobile payments ( ) 3



Share of German Cars Sold Globally
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=>#1 luxury car market (Example: 400,000
BMW’s )
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Top 10 countries

Number of PCT applications and percent growth since 2018

58,990

N ¢ K

10.6% 2.8% 6.9

China U.s. Japan
v 0 2 A 0 A v
-2.0% 12.8% 0.2% 2.T% 0.7% 0.4% -3.0%
19,353 19,085 7934 5,786 4,610 4,185 4,011
Germany Republic France U.K. Switzerland Sweden Netherlands

of Korea

=> #1 in patents — accounting for !

=> #1 in international patents — World Intellectual Property Organization
( ). The US had been #1 since 1978 when WIPO/Patent Cooperation Treaty (PCT) 3
was established. China had 58,990 international patents in 2019.

S&E articles, by selected region, country, or economy: 2003-16




Gross domestic expenditures on R&D, by selected region,
country, or economy: 2000—-17
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=>#1 in R&D spending in 2019 — here’s
an for 2020. In the chart below, brown = USA and purple = China.
The chart shows only up to 2017.
=> #2 in number of satellites in orbit/space ( ). In 2018,

China became the first country to land on the far side of the moon. In both 2018

and 2019, China was #1 in rocket launches. 3

Cumulative confirmed COVID-19 cases per million people

¢ number o'moifirmed cases is lower than the number of actual cases; the main reason for that is limited testing.
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¢@d World Economic Outlook Growth
Projection in 2020*

Real GDP, annual percentage change
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Biggest U.S. trade deficits, by country
2017 deficit in goods, in billions (services are e;xc?:luded)

[RANK _[COUNTRY | 2017 | 2016 | CHANGE | BIGGESTIMPORT |
1 :Chma - $375.2 § $347 § +28.2 § Consumer electronics
2 %Mexico “ $71.1§ $64.4§ +6.7 Autos, electronics

3 %Japan o $68.8§ 5688% 0 Autos, electronics

4 %Germany 5 $64.3§ $64.7§ -0.4 Autos, transportation
5 EVietnam %38.3; $32§ +6.3 Rice, crops

6 Ireland BN 381 $36: +2.1 Chemicals, drugs

7 iltaly il $31.6§ $28.6§ +3 Machinery

8 ‘Malaysia B85 $246: $248; -0.2 | Consumer electronics
9 fNetherlands — 5245; 523.6% +0.9 Chemicals, machinery

10 (tie) | India - $22.9§ $24.4 -15 | Manufacturing, clothes
10 (tie) : South Korea o $229: $27.6: -4.7 | Autos, electronics

Source: Bureau of Economic Analysis, U.S, Census




Figure 17: A contrast of household asset structure in China and the US

China US
Composition of household assets (%)
Non-financial assets 6 6
Real estate 54 pLi
Financial assets 41 71

Composition of household financial assets (%)

Cash and savings 5.7 144
Stock shares 15.5 217
Wealth management products of banks 6.5 10.2
and funds

insurances - 289
Others 23 2438

Sources: Wind, US Federal Reserve, ‘China Household Finance Survey 2017, Morgan Stanley

Fig 1. US business interests in China
Source: Morgan Stanley, 2018

As of 2017
500
400
400
300
200 Service
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Employment at Chinese-owned Companies in the US
Source: Rhodium Group

Employment at Chinese-owned Companies in the US
Number of full-time direct US jobs at majority Chinese-owned firms
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Fortune Top 500 companies (2020)
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Fortune Top 500 companies (2020)
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Fortune Top 500 companies (10.2019)

- China-129 (8)(1999)
- USA-121

Top 10 largest companies

-China - 3

-USA -2

-Netherlands, Saudi Arabia, UK,
Germany, Japan - 1

Top 10 largest banks

-China - 5

-US - 4

-Spain - 1 46



Fortune Top Ten in Top 500 companies (10.2019)

1. Walmart (USA)

2. Sinopec Group (China)

3. Shell (Netherlands)

4. China Petroleum (China)

5. State Grid (China)

6. Saudi Aramco (Saudi Arabia)
7. British Petroleum (UK)

8. Exxon Mobile (USA)

9. Volkswagen (Germany)
10.Toyota (Japan)

47

China’s banks overtake rivals
Assets (Stn)

50

Eurozone

10
//’———"’lﬁv’"’\/’/—\
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2008 09 10 11 12 13 14 15 16

Sources: European Central Bank; Federal Reserve; China Banking Regulatory Commission
Bank of Japan; Thomson Reuters Eikon; CEIC



Top 10 largest bank in the world (10.2019)

1. ICBC

2. CCB

3. ABC

4. JP Morgan Chase

5. Bank of China

6. Bank of America

7. China Development Bank
8. Wells Fargo

9. Citigroup

10. Banco Santander

49

The Rise of China

Size of its diplomatic network

China has 276 diplomatic posts—
including embassies, consulates,
and permanent missions to
international organizations.
United States’ network stands at
2773, down one post since 2017.

50



The Rise of China

HOW CHINA WIN FRIENDS
*China’s ascent to the top spot has been rapid. The
Lowy Institute’s tracks

diplomatic networks around the world.
2011, Beijing lagged 23 posts behind Washington.

2016, it was only eight posts behind, in third place
behind the United States and France.

« 2017, 1t climbed to second place, overtaking France,

*2019 moving into first place ahead of 60 other major
diplomatic networks.
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#1 NATIONAL BESTSELLER

2 A . = o ational challenge
“[CPillsbury’] is correct to assert that China constitutes, by far, the biggest na

S cET TJRINAL
to America’s position in the world today.” —THE WALL S TREET JOU R

The
Hundred-Year
Marathon

CHINA’S SECRET
STRATEGY TO REPILACE
AMERICA AS THEKE
GLOBAL SUPERPOWER

S

Michael Pillsbury
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DIPLOMACY

24 FrOLT

TRUMP WAS URGED TO

HOLD BACK

" White House adviser told president-elect to have no more phone calls with
Tsai Ing-wen only to see the US leader break protocol and infuriate Beijing

The call infuriated Beijing,
which warned the foundation of
China-US relations would be
jeopardised if the one-China
policy was not respected.

Pillsbury called it a “mistake”
to accept the call, saying at the
time he was the only China expert
in the Trump transition team
advising against further phone

conversations with Tsai.

“One of my suggestions was
no more phone talks with Tsai,”
Pillsbury said. “At that time, I
received alot of criticism from the
hawkish camp in the US — they
said you should talk to Tsai once a
month, and invite Tsai to the US.”

Two months later, the White

House said Trump had agreed, at
Xi’s request, to honour the US’
one-China policy, under which
the US “acknowledges” Beijing’s
stance but takes no position on
Taiwan’s sovereignty.

Pillsbury said Trump had
taken a different approach to
China relations than his prede-
cessors, who “all repeat, like
robots, the exact words of the
- three communiques”. He was

referring to three joint statements
made by the US and China in

wendy Wu
wendy.wu@scmp.com

White House adviser Michael
pillsbury says even before Donald
Trump took office, he told the US
osresident-elect to show restraint
n managing America’s relations
vith China — including no more
yhone calls with Taiwanese
sader Tsai Ing-wen. And Trump
»ok his advice to build construc-
ve ties with the country and a
arsonal relationship with Presi-
»nt Xi Jinping, Pillsbury said.
But Trump abandoned

cades of protocol on December
2016 —about a month before he
)k office— by taking a phone call
m Tsai congratulating him on
ming the presidency.

It was the first such conversa-
1 between a US president or
sident-elect and a Taiwanese
ler since 1979, when Washing-
switched formal diplomatic
rom Taipei to Beijing. ;
fter the call, Trump tweeted:
eresting how the US sells
ran billions of dollars of
ary equipment but I should
ccept a congratulatory call.”

ON TATWAN

ous presidents had done so, but
because “itwas arequest fromhis
friend, PresidentXi”.

“In other words, he’s negotiat-
ing with President Xi,” Pillsbury
said. “He probably has closer
relations with a Chinese leader_
than any other [US) president.

“There is some kind of admira-
tion Trump has for Xi,” he said,
drawing “alittle bit of parallel” be:
tween the two leaders who wert
both pushing “patriotic” move

ments — Trump’s “Make Americ
Great Again” and Xi’s Chines
dream of national rejuvenation.
Although there have been1
more phone callsbetween Trur
and Tsai, Washington has tak
steps to elevate US relations w
. Taiwan, including encourag
more exchanges between serx
officials from the two sides.
Last month, Brent Ch
tensen, director of the Amer
Institute in Taiwan, the de {
US embassyinTaipei, annou
the US and Taiwan had agre
set up an annual dialogu«
Indo-Pacific Democratic C
nance Consultations.

“It's understood in Chi
provocation and undern
the one-China principle :
call it. But from the Am

point of view, it is consiste
what President Trump ¢
one-China policy,” he saic

1972, 1979 and 1982, which have
served as the basis of bilateral ties.
Under the US’ one-China
policy, first stated in the Shanghai
communique of 1972, “The
United States acknowledges that
Chinese on either side of the
Taiwan Strait maintain there is
butone Chinaand thatTaiwanisa
part of China. The United States
does not challenge that position.”
According to Pillsbury, Trump
said he would abide by the one-
China policy not because previ-

White House adviser Michael
Pillsbury. Photo: Wendy Wu

China’s development strategy

1840 - 1949 Suffered humiliation by the West
1949 - 2049 Regain its position in the world

Mao started the great leap forward with the

aim of overtaking Britain & US.

1950-60: Didn’t want to be under no. 2 USSR

but used USSR to help its development.

USSR.

four modernizations.

Benefited from the cold war between US &

1970-2000: Using US assistance to develop its

54



.

China’s development strategy

1971 Nixon’s visit to China, started to get US aid
on foreign investment, technology, political support
and access to US market for its products.

The US policy makers believed that the economic
reform would be followed by a political reform for
a democratic government like the US but China
didn’t not follow that.

President Carter sent all kind of assistance to China,
including scientists from MIT, Columbia, Stamford;
receiving students to study science & technology in
US universities, providing weapons & intelligence
to counter the USSR.

55

China’s development strategy

1.

2.

US helped China’s development to counter
the influence of the USSR.

Since the breakup of USSR in the early 1991
and the rise of China, US’s relationship with
China has also changed.

. When China was not that strong, US treated

it as a partner and market for the US
companies.

. Now China 1s the no.2 economy trying to

overtake the US, US regards it as a
competitor to be contented. 56



World’s No.1 Super Power

- 18% Century: Netherlands

- 19 Century: United Kingdom
- 20" Century: USA

- 215t Century: China (?)

57

World’s No.1 Super Power

The UK replaced Netherlands in the 19™ Century and
US replaced UK and became the No.l super power in
the early 20" Century.

US has been challenged by Germany, USSR, and
Japan along the way but US managed to fend off
these challenges.

There 1s little problem for UK to replace Netherlands,
and US to replace UK as they share similar Values,
political system, culture, and ethnicity.

US does not like to be over taken by China which has
very different Values, political ideology & system,

culture, ethnicity -



How US became No.1 Super Power

US gets the best students from other countries such
as India, China, Israel to study in its top universities
( 50% of Ph.D students are foreign born) and allows
them to stay after graduation.

It uses the H1B visa to import special skill and
talent technology workers.

US protects its domestic market, providing financial
subsidies to 1ts companies, stole technologies from
UK and Germany.

With the help of the government, US companies GE
passed Siemens, GM passed VW, Exxon/Mobile
passed BP & Shell.

59

The benefits of being no.1

Dictate the global rule of the game.
Extend domestic law beyond its
border.

Influence its allies.

Protect the US dollar as the
dominant international currency.
Dominate the world media, culture
and value system.

60



China’s Strategy to Regain its Position

- China’s think tanks studied how the US became
no.l and then followed all the US’s strategies.

- China received advice from the World Bank’s
Beijing office.

- China did not privatize its SOEs like the USSR
did.

- China set up its financial system, central bank,
stock market, capital market, currency market,
and mortgage systems with the help of experts
from Hong Kong and the US.

61

US strategies to keep its no.1 position

Using similar strategies to stop the challenge of USSR
and Japan in the 1980s and 1990s. For Japan, forced the
Yen to rise, weakened the competitiveness of Japanese
products, targeted and attacked the top technology
companies like Toshiba. For USSR, political breakdown
of the Union’s states.

US’s Strategies: Facing Challenge from China
Slowdown China’s rising speed,
Target China’s top technology companies, like Huawei.
Team up with its allies (5 Eyes) to put pressure on China
Engage China in a trade war
Engage China in a cold war 62



The China-US competition
The China 2025 plan alerted the US.

Trump’s goal is to disrupt the plan & slowdown China’s
development.

Trade war is only part of a wide competition between
US and China. Other areas including currency war,
technology war, political ideology, culture and value
systems.

US Presidential election in 2020: Both US parties view
China as a major competitor and policy towards China
won’t change regardless who wins the election.

The China market is too big for any US companies to
give up.

63

US-China relations
US’s 6 T Issues with China:

-Trade/tariff, Taiwan, Technology/IPR,
Territory/South China Sea, Temperature control, Trust.

Republican and Democratic Parties’ views:

- Back to Asia policy to rebalance the power in Asia.
- Not happy with opening up of market after entering
WTO as promised,

- Democratic development, human rights issue.

64



Fourth US Committee on the Present
Danger: China (CPDC) 2019

CPDC

Committee on the Present Danger(CPD)

(CPD) is a right-wing

. Throughout its four iterations—in the
1950s, the 1970s, the 2000s, and 2019, it has tried to
influence all presidential administrations since Harry
Truman.
The focus of the committee is
to to take action to counter a
perceived to the

and 1ts

66



Fourth US Committee on the Present
Danger: China (CPDC) 2019

\

LN
Hon. R. James Woolsey, Esq.

Former Under Secretary of the Navy

A € [—_s 0 P

First CPD (1950s)

On 12 December 1950, the
creation of the Committee on the
Present Danger to support the
Truman Administration's
remilitarization plans to contain
"the aggressive designs of the
Soviet Union"

68



Second CPD (1970s)

On 11 November 1976, the second iteration was

announced, 'Common Sense and the Common
Danger- The USSR’. CPD provided 33 officials of
the Reagan administration, including

9

b

and
. Reagan himself was a member in 1979.

69

Third CPD (2004)

In June 2004, a third incarnation of
CPD was to address the

. Its stated goal was "to
stiffen American resolve to confront
the challenge presented by terrorism
and the 1deologies that drive
it" through "education and advocacy".

70



Fourth CPD (2019)

Committee on the Present Danger: China 2019

The fourth CPD was established on March 25, 2019
named " "
It aims to help defend America through public
education and advocacy against the full array of
conventional and non-conventional dangers posed
by the ruling of the

which represents an existential
and 1deological threat to the United States and to the

1dea of freedom.
71

Committee on the Present Danger: China 2019

WHO: The Committee on the Present Danger: China
WHAT: Presentations on the threats posed by

the Chinese Communist Party and their mitigation
WHERE: Reserve Officers Association, Ballroom, One
Constitution Ave, NE, Washington, DC 20002

WHEN: 1 to 2:30 p.m. Monday, March 25 2019
WHY: To arouse the American people and their
elected representatives to the immense challenge now
faces from the Peoples Republic of China and how we
must respond.

HOW: For media to register,

contact

Live-stream the event

at
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Committee on the Present Danger: China 2019

The Mission of the Committee

The mission of the “Committee on the Present Danger: China”
is to help defend America through public education and
advocacy against the full array of conventional and non-
conventional dangers posed by the People’s Republic of China.
As with the Soviet Union in the past, Communist China
represents an existential and ideological threat to the United
States and to the idea of freedom—one that requires a new
American consensus regarding the policies and priorities
required to defeat this threat. And for this purpose, it is
necessary to bring to bear the collective skills, expertise and
energies of a diverse group of experts on China, national
security practitioners, human rights and religious freedom
activists and others who have joined forces under the umbrella
of the “Committee on Present Danger: China.” 73

Committee on the Present Danger: China 2019
Members of the Committee

Vice Chairman; Executive Chairman, Center for Security
Policy; President and CEO, Save the Persecuted Christians

Former Chief Strategist to President Trump; former
Chairman, Breitbart News

Hon. William Bennett Former Secretary of Education; former Drug Czar

J. Kyle Bass Co-Founder and Chief Executive Officer, Hayman Capital
Management

Paul Berkowitz Former Professional Staff Member, House Foreign Affairs
Committee

Joseph Bosco, Esq. Fellow at the Institute for Corea-American Studies
(ICAS) and Institute for Taiwan-American Studies
(ITAS); Former China Country Desk Officer in the
Office of the Secretary of Defense

Lt. Gen. William “Jerry” Boykin, USA (Ret.) Former Deputy Under Secretary of Defense for
José Cardenas Intelligence; former Commander, Delta Force
Former Acting Assistant Administrator of US AID; former
NSC, State Department official

Hon. Robert Charles Former Assistant Secretary of State; former White House
official; naval intelligence officer




Committee on the Present Danger: China 2019

China’s authoritarian leaders fear that free
Chinese people would oust them from power,
as free people have done throughout the
world.

- China poses intellectual, technological,
political, diplomatic, and military challenges to
the United States.

- There 1s support across the political spectrum
for countering China’s new aggressive

policies. We must act now, before it’s too late.
The stakes are high. They could be life or death.
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The China-US competition

- The costs of the trade war reflect the
structural realities that underpin the
relationship between the U.S. and
Chinese economies.

- The two great powers should try to find
a new equilibrium.

- The logic of nuclear deterrence ensured
that a full-scale war between the two
sides would never take place.
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US-China Trade War

- More than just on trade
- All out competition for No. 1 in the world

The competition areas:

Trade

Finance, currency, monetary

Technology - 5G

Military - South China Sea

Geopolitics — Hong Kong, Taiwan, Tibet, Xinjiang
International organization rules - World bank, IMF,
WTO, UN

7. Media - 7 of top 10 English media groups are fron}7 US

DV A 5l S

US-China Trade War

- US prefers bilateral over multilateral
agreements.

- US dominates in World Bank, IMF
but not WTO.

- US withdrawn from TTP, Paris
climate agreement.

- US force other countries to take side.
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US-China Trade War

China’s internal threat

-Social instability in Hong Kong,
Xinjiang, and Taiwan.

-GDP growth driver change from
export to dual internal
consumption.
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US-China Trade War

US strategic goals:
-Deal with US trade deficits & China trade surplus.
-Increase import tariffs > benefit US treasury.
Assumption:
-The tariffs will result in US companies leaving China, reduce
China’s employment & create unemployment and social
instability, weaken China’s manufacturing and economic
growth.
Questions?
-Will and can the US companies leave the China market?
-Can the US companies find a replacement market?
-Is De-coupling possible?
Facts:
- General Motor car sale in 2018

US: 3 million

China: 4 million 80



US-China Trade Negotiations

US’s Goals

-Reduce trade deficits with China.

-Force relocation of supply chains and production out
of China to weaken its long term economic power.

China’s goals

-Play defense to minimize the damage to the supply
chains that have been taken decades to building.
-Maintain access to the US market.

-Avoid the US to use trade war to slow its national
development plan.

-Take a long term view.
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Phases of the trade war:

1. March 2018

- Trump announced the 15t round of import tariffs on Chinese goods.

2. December 2018

- Trump & Xi met in G20 Summit in Argentina and agreed to conclude
an agreement in 90 days.

3. May 2019

- Truce collapsed with each side accusing the other of demanding last
minutes changes on the draft agreement. US imposed new round of
tariffs & China retaliated.

4. October 2019

Early harvest deal with both side managed to have some takeaways.

China agreed to buy more agricultural products and pork,

US suspended some tariff increases, formalized currency arrangement,

- Hope to sign a deal in Asia-Pacific Economic Cooperation) APEC in

Santiago Chile 14-16 November 2019 for US to boost the Thanksgiving &

Christmas shopping season.

- Negotiation was not successful in reaching an agreement.
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Phases of the trade war:

5. 13 December 2019

- Both side reached a phase one deal to end the trade war.

- The agreement covering intellectual property protection,
technology transfer, purchase of agricultural products by
China, financial service, openness of currency exchange
rate, expanding trade, assessment and conflict resolution.

- US agreed to reduce the tariffs imposed on Chinese
products in stages.

- The deal can help expanding economic and trade
cooperation and manage the trade disputes.

6. 15 January 2020

- The phase one agreement was signed by President
Donald Trump and Vice-Premier Liu He in the White

House.
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Assessment of the phase one agreement

Overall assessment

1.Avoid the risk of decoupling and worsening of the trade
disputes.

2.Beneficial to both sides’ needs.

3.US uses less compromises to gain more commitments form
China.

Impacts on China’s economy and market

1.Imports from US will increase significantly.

2.Pressure on exports to US will be reduced but difficulty to
have significant improvement.

3.Trade deficits on US will decrease and trade between both
sides will be more balanced.

4.The RMB exchange rate will be more stable.

5.Capital investment and stock markets will recover and stable.
6.China’s GDP will grow steadily and will surpass that of the
US in the not so distant future. 84



Causes of Hong Kong’s social unrest

The gap between the rich and poor is wide. The Gini
coefficient is over 0.5, whereas 0.39 for the US.

Housing prices have tripled in a decade; the median flat price
is over 20 times the median gross annual household income.
The high housing prices and rents are unaffordable for many
young professionals.

Over 250,000 people are waiting for public housing.

Income growth for many Hong Kong residents has fallen
below the increase in cost of living.

Income for university graduates remained stagnant over the
past 20 years.

The younger generations are very dissatisfied with their
chance of upward mobility in the society.

The civic, national and cultural education in secondary

schools were not successful. N

Causes of Hong Kong’s social unrest

- Large number of students lack patriotism, civic responsibilities
and respect for law and order.

-They don’t like many things in mainland China as they have
not visited and seen the rapid development in the mainland.
-Some of them seek independence from China.

-The poor relationships between local people and mainlanders.
-The lack of political leadership in the HKSAR Government.
-Carrie Lam abolished the Central Policy Unit and vacated the
Information Coordinator post which are important in public
policy making.

-CE had no advice on the amendment bill’s political risks.
-Protesters are well funded and equipped with full gears.
-They received support from organizations from US and
Taiwan.
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Causes of Hong Kong’s social unrest
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Hong Kong’s Environment

- In 1997, Hong Kong’s GDP was equivalent to 18 percent of
the mainland’s.

- Most of China’s foreign trade was conducted through Hong
Kong,

- Chinese companies raised most of their capital on the Hong
Kong stock exchange.

- In 2018, Hong Kong’s GDP was equal to only 2.7 percent of
the mainland’s.

- Shenzhen has overtaken Hong Kong in terms of GDP.

- of China’s exports now flow through
Hong Kong.

- The combined market value of China’s domestic stock
exchanges in Shanghai and Shenzhen far surpasses that of
the Hong Kong Stock Exchange.
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Hong Kong’s Environment

Both external and internal environments in Hong Kong
are unstable.

Increasing risks on political, social, economic and legal
systems.

Widely divided political camps affect business &
people’s livelihood.

Very weak government due to the lack of leadership
and capable officials.

Ineffective policy making and implementation on
housing and employment opportunities.
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Hong Kong’s Outlook

- Violent protests will disappear as many radicals
are arrested with the introduction of the National
Security Law.

- Police force are strengthened by hiring of 1,000
retired officers and the 200 special police from
other disciplinary departments.

- The supports from outside organizations
particularly from the US have been banned.

- Many public facilities will gradually be back to
normal conditions.

- The Convid-19 pandemic overtook the political
and social unrest as the main reason to prevent an

early economic recovery. "



China’s rise: an assurance of
world’s peaceful development,
not a thread

Martin Jacques (PhD, Cambridge)
Former senior fellow,

Department of Politics and International
Studies University of Cambridge

22.9.2020 China Daily
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US’s Attitude towards China

There were two fundamental assumptions that
underpinned America's attitude towards
China.

* 1. China was so far behind
economically, that 1t was virtually
impossible to imagine China becoming an
economic challenger or threat to American
economic ascendancy in the world.

2. American belief was that as China
modernized, it would westernize.
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US’s Attitude towards China

* Americans took it for granted that if this didn't
happen, China's rise would come to an end and
be unsustainable.

* The economic crisis was expected by the West
to happen in China — but 1t happened in the
West.

» The political crisis was expected by the West to
happen in China — but it happened in the West.
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US’s Attitude towards China

- The 1dea that America is number one 1s part of
the American DNA.

- It's not just the presidents and the congressmen
but deeply imbued in the average Americans.

- The Americans think they are best and are not
going to be rivaled by anyone else.

- It would be suicide for an American president
to say: "We are in decline, and we have to
accommodate ourselves to a new world."

- Americans are not ready for this kind of

argument.
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US’s Attitude towards China

e China's rise is positive but it doesn't mean
that China doesn't make mistakes, hasn't
made mistakes, won't make mistakes in
the future. Of course 1t will.

 It's on a learning curve. It's only just
really beginning to be a great power. But
China 1s a very good learner.
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Factors for China’s rapid rise

1. A mix of socialism and capitalism with
strong party leadership under party
supervision.

2. The hybrid model: public-owned and market
economy, 1s quite effective.

3. Many people are patriotic to the country.
They may quarrel on internal issues, but
when they face an external enemy, they are
united to fight for national interest. The
THAAD incident caused South Korea to lose
two-fifths of its market.
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Factors for China’s rapid rise

4. Most high-level officials are dedicated to
serve the people. They perform well in
agricultural taxation reduction, poverty
alleviation, and disaster relief.

5. China’s leadership selection mechanism
focusing on meritocracy produces good
leaders.

6. China’s strong government can mobilise
national financial, human and material
resources to do important projects without
too many obstacles. "



Factors for China’s rapid rise

7. The new generation of young talents is
becoming the pillars of the national
development. In the fields of China's aerospace,
nuclear energy, electronics, chips, and high-
speed rail, the average age of those in charge is
40 years old, and 40% are overseas returnees.

8. China has a very complete industrial system
covering all sectors.

9. China has huge financial reserves of 4 trillion
U.S. dollars and has fiscal surplus. Bank
deposits and other reserves are about 8 trillion
yuan in total. »

Factors for China’s rapid rise

10.The West refers to individual excellent
products as brands, while China takes new
business model as a brand. The business
models created by e-commerce, Alipay,
Wechat pay in a short period with high value.

11.China has stable macro-control capabilities.
Neither the Asian financial turmoil nor the
subprime mortgage crisis created by the US
had negative impacts on China’s financial
market.

100



Factors for China’s rapid rise

12.China has a huge domestic market & can rely
on consumption to drive the economic growth.

13.China has long term five-year & ten-year plans.
The Belt and Road Initiative is for several
decades.

14.Good policies & plans are passed on for
generations of leaders. “Serving the people”,
“reform & opening up” last for many decades.

15.China's huge infrastructure investment in the
past 40 years 1s a good comprehensive national
development strategy.
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AMERICA’S 5§ STAGES OF GRIEF OVER CHINA’S RISE
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AMERICA’S 5§ STAGES OF GRIEF OVER CHINA’S RISE

Whenever people face a huge loss in
life — like a sudden divorce or death
of a family member — they go through
five stages of grief. These stages are
denial, anger, bargaining, depression,
and finally acceptance. The U.S. 1s
losing its top spot as the biggest
economy and 1s going through the
same stages.
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AMERICA'’S 5 STAGES OF GRIEF OVER CHINA’S RISE
Denial: They deny the facts and think.

- China’s economy will collapse any moment now!

- China will eventually become just like the West and
then we will have nothing to worry about.

- China is a totalitarian, communist country. They don’t
understand capitalism or free market, and thus will never
be rich.

- China can never innovate. The workers are just slaves.
- China makes only crappy products and thus can never
compete with western brands.

- As soon as Chinese people travel to the West and see
how glorious the West is, they will go back to China and
overthrow the tyrannical & corrupt communist

government. 1



AMERICA’S 5§ STAGES OF GRIEF OVER CHINA’S RISE

Denial: They deny the facts and think.

- China’s GDP numbers and other statistics are fake!
- China’s patents and scientific publications are of
low quality.

- Chinese products will never succeed outside
China.

- We can always nuke China and maintain our
hegemony.

- COVID19 will surely bring China down. And all
the countries will start decoupling from China.
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AMERICA’S § STAGES OF GRIEF OVER CHINA’S RISE

Denial:

However, none of those happened. China
miraculously kept advancing. Without a
single recession 1n forty years, the engine of
China kept roaring. China’s communist
party grew the GDP 50x 1n forty years,
lifted 800 million people out of poverty,
created the world’s largest middle class,
fostered innovative companies, and built a
vibrant and all-around successful society.
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AMERICA’S § STAGES OF GRIEF OVER CHINA’S RISE

Anger: They feel like victims and blame China.
- China stole America’s jobs.

- China stole intellectual property from the U.S.

- Chinese are spies and hackers.

- China doesn’t buy anything from us.

- China doesn’t treat U.S. corporations fairly.

- China is too protectionist.

- China subsidizes its corporations. Not fair!

- China made the coronavirus in the Wuhan lab.

- China tricked us into a lock down.
- China bad, China bad, China bad!
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AMERICA’S S STAGES OF GRIEF OVER CHINA’S RISE

Bargaining: This 1s the hopeful phase. It’s like saying
after the divorce, “Maybe I can get my wife back.” This
phase is not always benign; it can involve a lot of ruthless
scheming as seen in the last four years:

- If we can just force China to buy more from us, we can
eliminate trade deficit and make America great again.

- Tariffs will cripple China and also force American
companies to bring manufacturing jobs back.

- If we just arrest Huawei’s CFO and kill the company
with sanctions, China will bend its knee.

- Let’s go on an all-out attack on every successful Chinese
company. That should do the trick!

- Let’s use Hong Kong and to disrupt
China. How about using India and Taiwan to start a war?
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AMERICA’S 5§ STAGES OF GRIEF OVER CHINA’S RISE

Bargaining:

- None of these seem to be working,
although military conflicts are
possible (with devastating impact on
global economy).

- America’s tech war will only spur
more Chinese innovation and self-
reliance.
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AMERICA’S S STAGES OF GRIEF OVER CHINA’S RISE

Depression and Acceptance: The U.S. is still
trying hard to stop China, rather than planning for an
inevitable post-American era,

- The geopolitically smart strategy will be to skip the
stage of depression and go to acceptance.

- That will translate to embracing multilateralism and
partnering with China, EU and Russia to forge a
multi-polar world order for the 21st century.

- However, with so much Sinophobia and arrogance
in the U.S., no politician or think tank will dare
propose such a solution. So, get ready for American

depression. "



Conclusions: Global Super Powers — US & China

- US will try to maintain its no.1 position as long as possible.

- Hong Kong was used to disrupt China’s development pace
since US can’t do anything in other Chinese cities.

- The all out competition between China and US will continue
but a real war is unlikely to happen as both side has the
capability of destroying one another.

- The political issues in HK need to be tackled by the Central
government as the HKSARG is too weak and incapable of
making effective changes.

- Business between China and US companies will continue as
the two markets are too big and decoupling is too difficult to
carry it out.

- The bi-polar world by the US and China will continue in the
next decade.

- China’s strategic goal of winning the hundred year marathon
would be achieved before the mid-21th Century. 1



