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Disclaimer

All materials contained in this presentation, including any analysis,
comments, remarks, opinions and pointers are for information, debate
and discussions ONLY. No warranty of their accuracy, completeness,
timeliness or reliability is implied.
Any reliance on these materials in any way assumes total exemption of
any liability whatsoever of Andrew Leung International Consultants
and Investments Limited and Andrew K P Leung including all their
current and future Affiliates, Associates or Assigns.

2

Historic background: assimilated diversity
• zhonghua minzu 中华民族 of 56 ethnic
groups including Han the largest
(91.59%).
• Since the founding of China’s first
dynasty (Qin – 221-206 BC), these diverse
ethnic groups have long since been
assimilated into Chinese nationhood
while retaining their distinct cultural
characteristics.
• China ruled by non-Han dynasties for
centuries: Kitan Liao 北辽王朝 (907–
1125), Jurchen Jin 女真金朝 (1115–1234),
Tangut Western Xia 西夏王朝(982–1227),
Mongol Yuan 蒙古元朝 (1206– 1368) and
Manchu Qing 满族清朝 (1636–1912).
Despite substantial Han assimilation as a
matter of policy, these ruling dynasties
retained their distinct ethnicity.
• Internal strife and external threats
notwithstanding, national bond became
continually reinforced under successive
powerful dynasties building on China’s
rich and diverse cultural heritage.
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Ancient Silk Road
• Early (Western) Han dynasty 202 b.c.e.–220 c.e.;
Zhang Qian, diplomat & Han Emperor Wudi
• Luoyang or Chang’an ; Dunhuang , route split into
two, skirting the Taklamakan Desert; then converged at
Kashgar (Xinjiang)
• Onto Tashkent and Bukhara in Uzbekistan, where one
branch split southward across Afghanistan to the
Indian subcontinent
• Another route westward through Merv in
Turkmenistan to Baghdad in Iraq
• Through Antioch (Turkey) and Tyre (Lebanon)
through eastern Mediterranean coast, by sea to Rome.
• First century c.e. sea route opened linking
Guangzhou (Canton), across the Strait of Malacca
and Bay of Bengal through the Persian Gulf or Red
Sea to the Roman East Mediterranean
• After Han dynasty and the Western Roman Empire,
Tang dynasty and Byzantine Empire continued the
trading routes.
• Silk Road name coined 1877 by German geographer
and historian Ferdinand von Richthofen
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Ancient world power until 1820’s
For example, Han dynasty 汉朝 206
BC–220 AD
26% of global GDP; economic centre
of eastern world v Roman Empire in
western world.
Tang Dynasty 唐朝 618 – 907 AD
58% of world GDP v 2nd Eastern
Roman Empire 9%; 3rd Arab Empire
7%; 4th Ancient India 7%.
Song Dynasty 宋朝 960-1279 AD
At its height 80% of world’s GDP but
quickly declined midway
Yuan Dynasty 元朝 1271-1368 AD
30% -35% of world GDP
Ming Dynasty 明朝 1368–1644 AD
45- 55% of world GDP but late Ming
Dynasty rapidly declined with famine
and war
Qing Dynasty 清朝 1644-1922 AD
35% -10% of World GDP
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Tang Dynasty 618-907 AD – China’s Golden Age
• The first emperor of the Tang dynasty, Kao-tsu (618-626 AD), continued
reform begun earlier. Equal land allotment in return for taxes.
Continued de-centralization. Monetary system of copper coins and set of
laws, revised every two decades, that endured into 14th C Ming dynasty.

Qingming Shang He Tu - Along the River During the Qingming Festival
清明上河图

• One of Kao-tsu's sons, General Li Shih-min, 李世民 succeeded in
eliminating political rivals and established firm control of the Tang
dynasty for a new Golden Age. 貞觀之治
• Small government enabled food surplus as relief during exigencies
including natural disasters. Competitive civil exams re- introduced
resulting in wise and effective meritocracy.
• Externally, Turks defeated by 657AD, beginning 150 years of peace in
the previously strife-torn Western region.
• During era of stability and prosperity, woodblock printing and
gunpowder were invented.
• Borders expanded far into Korea and central Asia. Silk Road trade
flourished exchanging goods, ideas, and culture with lands as far west as
Persia, Afghanistan, and the Byzantine Empire.
• Capital cities of Ch'ang-an 长安 and Loyang 洛阳 became melting pots
for diverse cultures and religions e.g. Zoroastrianism and Islam.
Buddhism from northern India as early in 1st century AD reached height
of popularity, developing distinctly Chinese flavour later evolving into
Zen Buddhism. A golden age of art and literature unfolded.
• Decline marked 2nd half of 9th century due to feuding factions within
the central government.
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Ming Dynasty maritime connectivity 1405-33
• Admiral Zheng He (13711433), a Hui eunuch whose
faction found favour with
Emperor Yongle 永乐帝 .
• Seven maritime expeditions
extended Middle Kingdom’s
“tributary system” through
trade and awe.
• First voyage armada of 317
ships with 28,000 crewmen.
• Reached out to Brunei,
Java, Thailand
and Southeast Asia, India,
the Horn of Africa,
and Arabia.
• As the eunuch faction
waned, vogages stopped and
vessels destroyed together
with related maritime
technology by Emperor
Hongxi, 洪熙帝

4-decked Baoshan estimated 440
and 538 feet long x 210 feet
wide. Displacement of 20-30,000
tons, roughly 1/3 to 1/2 modern
American aircraft carriers. Each
had nine masts with navigable
square sails. Yongle
Emperor ordered 62 or 63 such
ships for Zheng He's first voyage.
Another 48 were ordered in 1408,
plus 41 more in 1419, along with
185 smaller ships throughout
these expeditions
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Rise and consolidation of global power 1100-1800
• As early as 1078, China was the world’s major producer of steel
(125,000 tons); v Britain in 1788 produced 76,000 tons.
• China was the world’s leader in technical innovations in textile
manufacturing, seven centuries before Britain ’s 18th century
“textile revolution”.
• China was the leading trading nation, with long distance trade
reaching most of Southern Asia, Africa, the Middle East and
Europe. China’s ‘agricultural revolution’ and productivity surpassed
the West down to the 18th century.
• Its innovations of paper, book printing, firearms and tools led to a
manufacturing superpower whose goods were transported
throughout the world by the most advanced navigational system.
• China possessed the world’s largest commercial ships. In 1588 the
largest English ships displaced 400 tons, China ’s 3,000 tons. Even
as late as end of 18th century China ’s merchants employed 130,000
private transport ships, several times that of Britain . China retained
this pre-eminent position in the world economy up until early 19th
century.
• China’s stable paper money economy, manufacturing and high yields
in agriculture resulted in China ’s per capita income matching that of
Great Britain as late as 1750.

Cambridge University Press, 2004

Corruption, ineptitude, and blissful ignorance led to decline and centuries of humiliation

In the First Opium War, decrepit Qing Dynasty naval junks no match for
the Nemesis, first British ocean-going iron warship.
“… With a weak China under corrupt and incompetent feudal rule, the
Chinese nation was plunged into deep suffering. In the early 1840’s,
Britain sent an expeditionary force of a mere 10,000 troops to invade
China and got its way in forcing the Qing government, which had
800,000-strong army, to pay reparations and cede the island of Hong
Kong to it. After the Opium War, China was repeatedly defeated by
countries which were far smaller in size and population. …” President Xi
Jinping’s address in Hong Kong for the inauguration of the new HKSAR
Chief Executive, 1 July, 2017
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What does China want from B&R? (1) The China Dream
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…… but mountains to climb and Three Traps to overcome
MIDDLE INCOME TRAP - China's GDP per capita
registered $10,100 in 2018 (17.44 % below the ceiling
($12, 235) of the Middle Income Trap), China Compass
Q2, 2019, Axis Group International. IMF predicts Macao
US$122,489 per capita GDP will overtake Qatar as richest
entity by 2020. (3rd – Luxembourg, 4th Singapore.)
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(2) To reinforce connectivity as China’s defining strength
Connects Policy, Infrastructure, Trade, Finance and People-to-People reaching 126 countries, > 65% of world
population, > 40% of world GDP. Potential investment estimated at $5 trillion = Many times Marshal Plan ($120b in
today’s prices) but dissimilar in scope, depth and modus operandi.
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…. in the Age of “Connectography”
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…… to meet global infrastructural deficiencies
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….. especially in developing economies with Sustainable Development Goals
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(3) To break free from US containment
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(4) To expand overseas trade and markets
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(5) To accelerate RMB internalization
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(6) To make good use of excess capacity
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(7) To redress own regional disparities
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(8) To complete an Eurasian loop with a Polar Silk Road
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China Connectivity – impact and tangible benefits

World Bank: Belt and road projects have
created 300,000 jobs, reduced shipping times
by up to 3.2%, trade costs by up to 2.8%, and
helped build “soft” infrastructure such as
22 .
education, health care and other services

US criticizes the Belt and Road as plan to erode US-led global order

• US sees B&R as plan to
erode US-led global order
• Part of the “Hundred Year
Marathon”
• Mike Pence at Nov. 2018
APEC Meeting “predatory lending”, “a
constricting Belt” and
“One-way Road”
• Petersen Institute for
International Economics
reports that US may veto
any IMF debt rescue for
B&R borrowers
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US responds with Build Act and Indo-Pacific Investments
BUILD ACT - A New Era in U.S. Development Finance

• Better Utilization of Investments Leading to
Development (BUILD) Act, 5 October 2018
• U.S. International Development Finance
Corporation (“USDFC”) will be a modern,
consolidated agency combining OPIC (Overseas
Private Investment Corporation) and USAID’s
Development Credit Authority, while introducing new
and innovative financial products to better bring
private capital to the developing world.
• US$200 million in program funds as the whole
initiative is expected to be private sector-led
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Fear of China eclipsing America’s global dominance

5G connections, in billions
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From “Strategic Engagement” to “Strategic Competition”

October 2018
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New US-China Cold War has begun?

“We do not offer a constricting belt or a one-way road”

“We do not offer a constricting belt or a one-way road”
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Japan multi-faceted , India suspicious
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China forges 16+1 cooperation framework with CEE Fund
Chinese premier Li Keqiang, visiting December 2014, pushed for a
multi-party agreement with Macedonia, Serbia and Hungary to set up a
‘China-Europe Land-Sea Express’ (中欧陆海快线) to facilitate shipping
of goods from Greece to Hungary (and further on to western Europe).
Amounting to 10 billion Euro, the China-CEE Fund, incorporated in Luxemburg, is
sponsored by Export-Import Bank of China and Hungarian Export-Import Bank.
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… including infrastructural investments + EU concerns of divide and rule
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Italy joins as European hub connecting with the Maritime Silk Road
500 billion
euro plan
for
TransEuropean
Transport
Network
(TEN-T)
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EU : China a “Strategic Competitor” requires across-the-board constructive engagement
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Where’s the money? - Silk Road Infrastructure Fund
• China contributes $40 billion to set up a Silk
Road infrastructure fund to boost
connectivity across Asia, through building
roads, railways, ports and airports across
Central Asia and South Asia.
• Connectivity alone can raise GDP growth by
5% in Thailand, Vietnam and Myanmar and
2.5% in India.
• To focus on China's Silk Road Economic Belt
and the 21st Century Maritime Silk Road
initiative.
• To be "open" and welcome investors from
Asia and elsewhere.
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Asian Infrastructure Investment Bank (AIIB)
AIIB - 57 Founding Member Countries including key US allies, $50b paid-in capital, $100b authorized capital

•
•
•
•

World Bank president reserved for an
American
IMF head for an European
ADB – Japan’s voting power 2X China’s
Bretton Woods institutions follow
Washington Consensus – full
privatization and liberalization of
markets, exchange rate, interest rates,
trade and investment, tight budget – Not
34
working for most developing countries

New Development Bank (BRICS Bank)
•

•

•
•
•
•
•

•

•

Representing 41.4% (3 b)
world population, 25% of
world land mass and GDP
HQ in Shanghai; African
regional centre in
Johannesburg
Inaugural President from
India
Inaugural Chairman of B
of Directors from Brazil
Inaugural Chairman of B
of Governors from Russia
No veto power for any
Member
No increase in any
Member’s share without
other 4 Members agreeing
Non-BRICS country can
join but BRICS share >
55%
Authorized lending up to
$34 b p.a., to start in 2016
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Stealth imperialism? A global loan shark?
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Hype and reality
• Recent survey by Washington-based Centre for Global
Development headed by Larry Summers
• “Only 8 out of 68 B&R borrowers are debt-distressed”
• “The majority of BRI countries will likely avoid
problems of debt distress due to BRI projects”

China-Africa Research Initiative at Johns Hopkins University 1,000
Chinese loans in Africa 2000-2017 > $143 billion; Boston
University’s Global Development Policy Centre- Chinese loans to
Latin America and the Caribbean since 2005, both no evidence of
“predatory lending” – Deborah Brautigam, John Hopkins University
Sub-Sahara Africa data – China lending miniscule
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Hambantota Port as poster child of Chinese debt
Nikkei Asian Review, 29 August, 2018

But Sri Lanka is by no means most indebted to China

“The country's accumulated foreign debt is
estimated at $55 billion. Chinese lenders hold
10% of this total, Japan accounts for 12%, the
Asian Development Bank 14% and the World
Bank 11%.
Sri Lanka's mounting burden has earned it some
notoriety, with some observers saying the country
is falling into a debt trap of Chinese design. This
view gained currency last year, after $1.1 billion
in debt was written off in exchange for a longterm lease on the deep-water port of
Hambantota, near the southern tip of Sri Lanka.
Chinese loans worth $1.5 billion were used to
build the port, the lease to which is held by a
state-owned Chinese company.”
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B&R of necessity goes where angels fear to tread

39

Chinese M & A along the Belt and Road
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Penchant for real estate investments
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Leading Group Report 22.04.19 - Progress, Contributions, and Prospects
Commentary
• Up to now, 173 deals have been signed with 125
countries and 29 international institutions,
including 26 in Asia, 24 in Europe, 14 in the
Middle East and 3 in Africa.
• With 1,800 projects underway, the initiative is
nowhere near conclusion, particularly in Africa,
where China's footprint is almost ubiquitous. It is
thus likely to be a work in progress for many
decades, if not stretching beyond mid-century
• For the initiative to be sustainable, China is
beginning to learn from mistakes and deficiencies
such the need for better corporate governance as
well as partnership with a wider range of
stakeholders, not least advanced countries
including Japan and Western Europe as well as
with multilateral organizations like the World
Bank and the United Nations Development
Program.
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Connecting to the B&R, a national high-speed rail network
McKinsey Global Institute,
+ United Nations “The
World’s Cities 2016” + The
Economist, 9 July, 2016
From 2010 – 2025 –
• GDP of world’s top 600
cities = 65% global growth,
• China has 6 mega cities
(> 10 m); by 2030, 221
cities > 1m; 23 cities > 5
m (v. 54 > 1 m for
Europe)
• China's urban dwellers
56.1% of population. By
2020, 60% and by 2030
75% . .
• 225m Chinese earn
$11,500 -$43,000 @yr.
2020 total number >
Europeans
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….. Energizing the connectivity of city clusters
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… including the Guangdong-Hong Kong-Macao GBA
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…. with innovative industries linked to Made in China 2025

46

A 2-hour return megalopolis with High-speed rail and HZMB
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HK integral to strengths of the Greater Bay Area (SCMP 01.04.19)
1. Population 70 m > UK (66 m), 2x Canada
2. 12% of China’s GDP
3. Air freight traffic > NY, Tokyo and San
Francisco combined
4. 3 of world’s top ten containers ports (HK,
Shenzhen and Zhuhai)
5. HK one of world’s largest green bond markets
6. Massive demand for HK professional health
services
7. Macao partners with Zhuhai to boost broaderbased tourism e.g. Hengqin Island for
International Circus Festivals
8. Guangzhou developing into a dense multimodal transport hub
9. At 4% GDP, Shenzhen’s R&D investment on
par with South Korea and Israel. Lok Ma Zhou
Loop to create a new silicon valley with HK
10. Dongguan with 9,000 enterprises linked to
high-end manufacturing services.
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B&R to leverage HK’s strengths with One Country Two Systems

EY’s blueprint
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A business strategy for the Belt and Road
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Beijing 2nd Belt and Road Summit addresses critics
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“OBOR” lost in translation in a multi-polar world
Parag Khanna, author of The Future Is Asian, in Politico, 2 May, 2019
Citigroup’s “China’s Belt & Road at Five” – Graduating to more multidirectional and inclusive “many-to-many” pattern
•
•
•

•

•
•
•

•
•

Opportunities for a more multipolar Eurasia, as B&R host
countries react to perceived concerns
Malaysia and Pakistan substantially reduced exposure to
China to manage debt levels.
From Nigeria to Kazakhstan to Mongolia, key resource hubs
have pushed back to prevent any foreign country from owning
controlling stakes
World Bank: Afro-Eurasia trade > US$2 trillion (v $1.1
trillion in transatlantic trade) and growing steadily.
Afroeurasia (six billion population v world’s 7.7 billion)
now centre of gravity of world economy.
Saudi Arabia, Russia, and Turkey enthusiastic players.
Daewoo and Hyundai have gained big contracts from Saudi
Arabia to Uzbekistan.
Nissin Corp. launched first trial of railbound cargo
transshipment to Europe with China’s Sinotrans in October
2018
India is working with Iran, the Caucasus countries and
Russia on a north-south Silk Road axis
Former Soviet republics of Central Asia launched a “Silk
visa” for free mobility among themselves

•

•

•

Germany’s Trade and Investment Association and chambers of
commerce strategies for more BRI business, with Siemens
signing dozens of agreements with Chinese partners.
General Electric, Honeywell International and Caterpillar
actively seeking roles as subcontractors to major Chinese firms
involved in BRI-related contracts.
Last year in Papua New Guinea, US, Australia, Japan and New
Zealand teamed up to win a US$1.7 billion contract to build the
country’s electricity grid over Chinese competitors – even
though Papua New Guinea had just joined the BRI.
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Towards a global “Community of Common Destiny” with inclusive diversity?
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Propaganda or Reality? Time will tell.
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