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Money more than finance 

• Unit of exchange

• Storage of value

• Creation of wealth

• Empire building 
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Roman currency
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Spanish peso and quest for El Dorado  
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Dutch gilder and empire of resources
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Sterling and the British Empire
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American century  
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Bretton Woods ushered in the Dollar Era
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…… and American supremacy 
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All that glitters ….. 
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“Chimerica” – Niall Ferguson 
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The Dollar Trap 

Paul Krugman – The Dollar Trap, 
NYT 2 April, 2009

Niall Ferguson, Hoover Institution, 
April, 2005 – “Our Currency, Your 
Problem”
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China is trying to get out in one-piece
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Overtaking the euro & eclipsing the dollar
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Some 40 central banks include RMB as reserve currency
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World’s largest economy status within sight 
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Total weight more powerful than GDP@ 
Rank Country $ Year

1     Qatar 91,189 2012

2    Luxembourg 89,510 2012

— Macau 86,341 2012

3 Norway 66,141 2012

4 Singapore 60,800 2012

5 Switzerland 53,191 2012

6 Brunei 52,482 2012

7 United 
States 51,749 2012

— Hong Kong 51,103 2012

8 Kuwait 46,385 2012

9 Austria 44,122 2012

10 Ireland 43,834 2012

92 China 9,083 2012 17
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Central hub to the world’s goods  
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The holy grail of China’s consumer markets 
McKinsey Quarterly, August 2012• Oct, 2012, Consumption = 55% GDP > 

Investment (50%) and net exports 
(5.5%) (Reuters)

• Now 157 m consumers, world’s largest 
but only 12% population, to grow to 
70% by 2030 (income 100% > 
$100@day PPP) 

• Consumer trend shifting westward, to 
interior, 2nd and 2rd tier cities 
(Chengzhou, Chongqing, Hunan, 
Hebei, Anhui etc )  Follows 
manufacturing relocation trend.  
Foreign brands focus on rapidly 
growing 3rd tier cities (Trading China, 
Reuters, April, 2013) 

• Post-'80s overspend their parents. 
Extra 126.5 m over 65 by 2020, but 
those over 55 still reluctant to consume 
(Mckinsey Quarterly, March 2012)
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Global dependency

2010
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Largest shale gas reserve and largest rare earth and gold producer
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China going global 
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Making capital work globally ….
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… and strategically as in Africa …
Africa’s China-managed Special Economic Zones

•MENA Regional Export Hub – 20 sq.km zone in Egypt near Suez Canal, 
partnering with Tianjin Economic Technological Development Area 
(TEDA) for $2.5b FDI + 100 Chinese firms for ME and EU. Completion 
2018. China to become Egypt’s largest trading partner

•West Africa Manufacturing + Assembly Hub - $500m Guandong Ogun
Economic and Trade Cooperation Zone + Lekki Free Trade Zone with GD 
Xinguang International Group, UBA, First Bank and Ogun State 
government. Nigeria to become 7th largest economy 2050 (Goldman Sachs)

•East Africa Logistics Hub – Dar-es-Salaam, Tanzania (Export Processing 
Zone) to link Zambia via 1,860 km TanZam Railway plus Ethiopia –
Eastern Industrial Park

•Indian Ocean Trading Hub – Mauritius, South African Development 
Community  and Common Market for Eastern and Southern Africa; CDB to 
open first African branch; 210-hectare commenced construction 2007. 
Shanxi ’s Tianli Group to build ‘i-Park’ with ‘intelligence, innovation, 
incubation, and interaction’ for high-value-added investors

•Mining Hub – Chambishi + separate Industrial Park in Zambia with 
China Nonferrous Mining Group, copper-belt concession for 60,000 jobs  24



…. bypassing the Panama Canal ?

• Nicaragua's Congress has granted Wang Jing's 
Cayman Islands-registered HKND company a 
50-year concession to develop a 286-km (178-
mile) canal connecting the Caribbean with the 
Pacific via Lake Nicaragua, at a cost of $40 
billion, to be completed in 6 years. 

• The canal is three times longer than Panama and 
can accommodate the largest container vessels, 
those Shanghai’s Linyungang can 
accommodate as the world’s deepest container 
port. 

• To anchor China’s commercial and geopolitical 
interests in Latin and South America 

• Likely partner – China Railway Construction  
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Overland and maritime silk roads 
A high-speed rail grand vision of continental proportions 

• Third Eurasian Land Bridge  – proposed  railway network 
linking the Port of Shenzhen to Kunming onwards to 
Myanmar, Bangladesh, India, Pakistan and Iran, across 
Turkey to Rotterdam. 

• Across 20 countries in Asia and Europe over 15,000 km, 
3,000 to 6,000 km < sea route via the Indian Ocean and 
Malacca Straits. 

• Total annual trade volume of the regions traversed - $300 b 
in 2009. 

• A branch line to start in Turkey, cross Syria and Palestine, 
and end in Egypt, facilitating transportation from China to 
Africa. 

• A new Chongqing-Xinjiang-Europe high-speed line via 
Duisburg proposed by President Xi during visit in April, 2014

• To connect China’s world’s longest high-speed rail network, 
across the Eurasian Continent, to the Middle East, Western 
Europe, and Africa. 

A maritme silk road avoids the choke point of Hormuz to 
connect China via Nairobi, through the Red Sea near Egypt 
(with a China-managed SEZ) to Athens, Venice then overland 
to Rotterdam. 26



….. and a grand vision or pipedream? 

• According to Beijing Times report 8 
May, 2014, already in discussions.

• China-Russia-Canada-America" line 
– 13,000km, entire trip to take two 
days, travelling at an average of 
350km/h (220mph).

• Crossing the Bering Strait between 
Russia and Alaska in 200 km (125 
miles) of undersea tunnel

• China to provide funds, technology 
and construction and to share 
operation with countries traversed in 
exchange for resources 
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Mounting US debt unsustainable?    
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U.S. debt mountain
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Paper Promises 
Paper Promises – Money, Debt and the New World Order, Philip Coggan, Penguin 
Books, 2012

• QE money creates claims not wealth and result in hoarding and 
speculation > nvestment or consumption

• US debt largest ($14.3 T) in 212 years history, to reach US$68,500 
@worker in advanced country. 

• US needs tightening of 7% GDP to stay even but Medicare and Mediaid
will rise from 27% GDP to consume whole federal budget by 2025. Median 
age to reach 42 by 2050.

• China saves to loan the money for US to spend on Chinese goods, while 
US keeps on eroding the loan value. Unsustainable relationship 

•Inflation, Stagnation, Default (or default but name - currency 
depreciation through money-printing)

• August 2011 Xinhua warns “US can no longer borrow its way out of its 
own mess”. 

• China changes from manufacturer to consumer + ODI

• New economic re-balance “Grand Bargain” needed. – A New Order 
probably “Made in China” with RMB as a leading currency when  fully 
convertible 2015-2020. 30



Instability won’t endure
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Currency dominance doesn’t last forever
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The tide is changing 
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Third Plenum - Market to have “decisive” role 

• Public ownership remains “”main body” but 
privileges to be chipped away gradually 

• Mixed ownership - Temasek-type state-owned 
investment corporation plus private investors e.g. 
power grids and electric vehicle charging 
equipment (estimated market value of $32 billion)

• SOE’s tribute to double to 30% by 2020

• To liberalise prices of water, electricity, oil, gas, 
transport and telecommunication

• Private banks to be allowed 

*
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More inclusive growth 
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Narrowing the rural-urban divide
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Correcting the Lewis Curve Turning Point

1-2m extra births a year – child services scramble to cope37



Innovation and services to drive productivity 
• Top patent filer first developing country in a  century

• Largest 36.4% growth 2011 v EU 5.4% decline

• 80% home-grown filings v 50% in US

• 30 x increase in complex filings 1995-2008

• 1.4m trade mark filings out of 4.2m worldwide

• 2010-11, 61.8% of trade mark filings worldwide v US  6.2%

• 90% of global growth in industrial design filings 2009-11

• + 60% in R & D productivity (filings @$ )2000-1
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China’s rising innovators 
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New environmental protection law

Enacted April and effective May, 2014
• Environment accorded First Priority 
• Mandatory transparency on pollutants and 

prevention facilities 
• Mandatory coordination across regions
• Heavy daily penalties for offenses 
• Environmental authorities given powers of 

closure, seizure and detention
• Environmental Impact Assessments – regional 

targets and refusal of projects
• Public Interest litigation allowed 
• Achilles heel – No centralization of local 

environmental authorities yet but Ministry of 
Environmental Protection to be greatly 
empowered. 
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Roadmap to a greener future
• Roadmap to 2050, Chinese Academy of Sciences, 

2010 – Fossil energy to decrease from 92.7% (2007) 
to 80% (2020), 66% (2030) and 45% (2050); nuclear 
energy from 1.8% (2003) to 4% (2020) 7% (2030) and 
10% (2050); new and renewable energies to grow 
from 9% (2012), 16% (2020), 27% (2030) and 45% 
(2050) 
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Improving Party legitimacy  

• Empowering the Central Commission for 
Discipline Inspection to fight corruption and 
power abuse 

• Enhancing judiciary independence by unifying 
authority over staff and property at provincial 
level

• Enhancing the power of people’s congresses
(China’s parliaments) at all levels 

• Promoting “consultative” and “grass-root” 
democracy including public hearings and 
consultation on new laws (e.g. Environmental 
Protection) 

• “Labour re-education” system abolished 
December 2013

• Regulating local government finances (e.g. 
shadow banking)

• Promoting the role of public monitoring and 
grass-root social organizations.
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The epiphany of Alexis de Tocqueville

Coming to grips with the Bo Xilai affair

*He Jintao under investigation, elder son of ex-Politburo Standing Committee member He Guoqiang, Wang Qishan’s
immediate predecessor as head of Central Commission for Discipline Inspection. Senior energy officials to follow. 
Suggesting that President Xi has successfully garnered full support of the Party in steering a new course for the CPC 
at risk of rotten disintegration. 43



Whole world is pivoting to China 
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Seeking Great Power status on equal terms with US
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Brave new world ?  
China and the US must avert conflict in the 
future by building trust now (My Top Story Op-
ed, SCMP 24.05.2014) 

CICA - China’s Monroe Doctrine or a new mode 
of non-zero-sum international relations ? 
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RMB internalisation & interest rate liberalization 
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Speeding up
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QFII & QDII promote inflow and outflow of funds 

qfii
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RMB-denominated financial products
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Financial liberalization accelerators 

51



Economy above economics 

Economy too serious to be left entirely to economists’
– Clemenceau

Exchange rate very heart of China’s economy, which underpins 
political survival.  Hence suspicion that it is a myth of 
quantitative economics to believe that exchange rates are 
beyond country’s control, to be fixed through the market in 
response to some rational criteria.

RMB exchange rate and capital account convertibility
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Reform of world reserve currency system 
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World to “de-Americanize”? 
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RMB as a major reserve currency – when not whether? 
Two to tangle, the Greenback and the Redback ?
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