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B. Davis:

Let us get started. We have an incredibly distinguished panel here, and an
enormous panel, so we are like the UN. My name is Bob Davis. | am a Senior
Editor at the Wall Street Journal, based in Washington. For the last four years, |
was in Beijing. | am just totally fascinated with China, as are a lot of people, and
we have a panel of government officials, former government officials, academics,
economists, and corporate officials. We will be talking about what President Xi
calls ‘the new normal’, which is his way of talking about China’s growth slowing,
and what the implications are. He is obviously positive about that, but some
people are not. | mean, | think personally | am a little more negative than | think
most. | think the economy is suffering from a real estate bust — vast, vast over-
capacity, and | think an under-appreciated freeze in economic growth caused by
President Xi's anti-corruption campaign. But let us hear from a lot more
knowledgeable speakers than myself. We are going to start with former
Australian Prime Minister Kevin Rudd, who will address the effectiveness of the
most recent changes in China’s growth model, and please start. We are going to
try to keep the comments to just a couple of minutes each, so that we will have

time for questions.

K. Rudd:

Thank you, Bob. | will stick to three minutes, and try and make two points. The
first is, China’s short-term growth, secondly, how that intersects with the
challenges of China’s transformation of its economic model for long-term growth.
Short-term growth, the official figure is around 7%. The unofficial figures that you
pick up from around the various other sources in China have the growth rate
closer to 5%. When you ask the question, what minimum level of growth is
necessary on the part of the Chinese authorities to ensure social stability, that is,
maintaining sufficient employment opportunities for people, as well as

maintaining at least static living standards and not deteriorating living standards,



that benchmark within China is 6. So, when you look at the fact that growth rates
at present are, | think, in real terms somewhat less than 6, looking at electricity
supply numbers, foreign contract numbers, and other activity measures within the
economy, | think what we are now going to see in the rest of this year are a
range of stimulatory measures, both through monetary policy and, | think, fiscal
policy. On the monetary policy front, we have seen a number of easings in
monetary policy by the Chinese authorities so far, but as yet, they have not
translated through into significant increases in economic activity. You are right,
Bob, when you point to the fact that there is the impact of the anti-corruption
campaign on effective economic decision-making at a sub-provincial and local
level, because a number of officials have been concluding that it is safer not to
take decisions than to end up in a controversy surrounding those decisions, if
you end up in the midst, as a result, of an anti-corruption campaign. So, that is
having an effect as well. And the third one is the depressed nature of global
demand. The US economy, as you know, has been relatively flat post-crisis. In
the last 12 months, it has recovered somewhat, but not a lot. Europe remains flat,
and then, of course, you have overall global growth numbers relatively flat as
well. So the key challenge, therefore, for the year ahead is how do you take an
effective growth rate which is probably now hovering around the 5, and make
sure it is as a minimum 6, let alone the one which is officially declared by the
government at around 7? And | think we are therefore going to see stimulatory
measures to do that. The second point, on long-term growth, and you referred to
the new economic model: this is an impressive document. It is contained in the
Third Plenum of the 18" Central Committee. It is a long-term economic blueprint
to change the old growth model, based on labour-intensive, low-wage
manufacturing for export, plus large-scale state investment in infrastructure, and
to replace that with a new model which emphasizes the centrality of personal
consumption as a driver of economic activity, and the centrality of the services

sector as a new generator of employment. Third is the increased role to be



played by the Chinese private sector in generating new forms of economic
activity, not just in the digital sector, which is where you see Jack Ma and others
making such an imprint now. So, how is it going in practice, about two years into
its implementation? As | have said elsewhere at this Forum in the last couple of
days, | think you have to give the implementation at least a strong pass mark, in
terms of a number of measures which have been taken, most particularly in
terms of financial deregulation, but a lot remains to be done. Here is the core
economic problem, and | think it is one which perplexes Chinese economic
decision-makers. That is the fact that personal consumption levels, while
growing, are growing slowly, but the Chinese personal savings rate is still
extraordinarily high. | know it is a frustration to the central Chinese monetary
authorities to get the savings rate lower. Why, however, are people saving still at
large levels? Because they still believe and conclude in their own families that
they have to provide for social provision for old age, for sickness, for retirement
and the rest, because of the inadequacy of government provision. But the key
problem is, if you are going to have a consumption-driven revolution as the new
driver of economic growth, you cannot sustain savings levels at this level. This is
a deeply cultural challenge which is not yet to yield to the policy encouragements

given by the central government. Thank you.

B. Davis:

Thank you. So, let us turn now to Ivan Glasenberg, he is the CEO of Glencore,
an enormous Anglo-Swiss mining company. It has been pretty clear that until
fairly recently, the last couple of years, China’'s demand was powering
commodity prices all over the world, commodity demand on prices, and now the

opposite seems to be happening. Maybe you can tell us a little bit about that.



l. Glasenberg:

Yes, everyone says commodity prices, of course, they have come off. You have
to remember China consumes in most commodities, except oil, round about 40-
50% of the world’s production. That is a massive amount. So what happens in
China is very important for us in the commodities sector. However, even if you
believe the growth figures, as Mr. Rudd mentioned earlier, whether it is 5% or
7%, it is still a pretty big figure, because you have to remember, when we were
getting these 14% growth rates in 2002, when the economy was starting to ramp
up and was moving in 2002, and that is when you had the commodity prices
moving, you had 14%, but you had an economy of what, USD 34 trillion. Today,
you have an economy of USD 10 trillion, so whether you talk 5% or 7%, it is still
pretty big. And if you look at the amount of commodities they are consuming,
yes, if it is growing at 5%, 7%, that is good for commodities. The problem that
has happened — and we can all open the debate over whether there has been
the real estate over-building, etc., but remember also, in China today,
urbanization is still well below the rest of the world. | think it is 20% below the
world’s average, it is around about there. If we talk GDP per capita of China, it is
around about 16% of the United States, so we still have room to grow, and
therefore we have to look at consumption per capita of commodities. And if you
look at some of the commodities, you have to look at where China is in the
development phase, in the big urbanization phase, of course, in steel per capita
they are higher than the United States is today, because they should be; in the
United States, we are not doing so much building. So, overall, demand is not
bad. It has weakened in the first six months of this year, no question. Like we
said earlier, it is due to the corruption, no doubt the corruption phase in China
has stopped people in the provinces from doing the big infrastructure builds
which they are supposed to do, but, you know, growth is there. Now, the problem
that is happening in commodities, the suppliers anticipated growth to even be

higher. And most of us in the commodities side have increased production too



far, and have increased supply, and thus caused the down-trend of the markets
in the first six months of the year. Another point, but we do not need to go into
the detail: on the metals side, the storage situation that was occurring in
Qingdao, the financing deals that were done in the bonded warehouses, that has
come to an end, so that is a lot of material that had to be released from the
warehouses. But overall, as | say, on commaodities, if China grows 5%, 7%, how
they do it, and | am sure the economists here will debate how they are going to
keep it running at 6% to make sure the economy still goes, that is pretty good for
commodities. We are based on China consuming 40-50%, so us on the
producing side, we talk about it, we must not get carried away, and understand
the way of the Chinese and not over-produce, which will depress commodity

prices.

B. Davis:

Thank you very much. We are going to turn to Denis Shulakov, he is the First
Vice-President of Gazprombank, but before that was a Barclays executive. He is
going to talk about the RMB internationalization and the potential for that in terms

of global growth.

0. WynakosB:

Cnacubo, bob.

Mbl  genctBuTenbHO HabnogaemM O4YeHb MHTEpecHbin (EeHOMEH, Koraa
aHanusnpyem MOJEpHM3auuio: OHa CHadana npoucxoauT B yMax U nuwb
Nno3gHee peanuayeTcs B NpPakTU4eCKOW NOSMIMTUKE — HE TOSNbKO 3KOHOMUYECKOW,
HO 1 douHaHcoBoW. B Poccum Mbl cTanu npoBOAMTb aHanvs3 pblHKa Kanutasnos
nMWwb  HepaBHO. «[lasnpombaHk»  npodecCUoHanbHO  3aHMMaeTcs  3TUM
npyumepHo 2,5 roga, C MOMeHTa Moero npuxoga. Mbel obHapyxuBaem

yanBUTENbHbIE AN cebs BeLlun.



Mbl roBopuM cerogHsi o TomM, 4yTo Kutam peanuayeT MOLLHYHO WHAYCTpUAIbHYHO
NOSINTUKY, HO MNPU 3TOM YycrneBaemM MNOCMOTPETb, Kakoh (PUHAHCOBLIA pecypc
Kutan npegnaraet cerogHa mMupy. TOSIbKO BHYTPEHHUM PbIHOK Kntasg — 31O 6
TPUINIMOHOB B 3KBMBASIEHTHOM [ONMapoBOM BblpaxeHun posnra. [lpu aTom
OPLLUOPHLIA KNTAUCKUMA pbIHOK gonra — 310 yxe 130-140 munnuapnos B
A0SNapoBOM 9KBMBAseHTe.

3a nocnegHue aea roga NUMKBUMAHOCTb OPLUOPHOrO taHsa coctasuna rge-to 200-
250 munnuapgos. Yto mbl Habnogaem npu atom? Mbl Bugum, 4to Kutanm nmeet
kKak Obl ABa nositoca: OOUH BHYTPEHHMWMW, 3aKpbITbii MUP, rae 6 TPUIIMOHOB, U
ApYyron — BHELHNN HEBObLUON.

UTo npomnsongeT, Korga 3TOT BHYTPEHHUN MOTEeHUMan OTKPOETCA AN BHELUHEro
MUpa, B KOTOPOM Mbl CErogHsA BUOAUM «KBOHTUTUAMU3MHI»? Mbl BUAUM, YTO 3TO
3aBepwiaetca B AMepuke, HadnHaeTca B EBpone, napannesibHo NpoucxoauT B
AnoHnn. YTO NpousomaeTr ¢ MUMPOM, €Criv B Hero BbiBansaTcs 6 TPUNIIMOHOB
A0nnapoB BHYTPEHHEN KUTAMCKOW JIMKBUMAHOCTM? B HAcCTOAWMM MOMEHT OHa
HOMMHMPOBaHa B HOBOW ANs 9TOro Mmpa BantTe, HO OykBanbHO Ha rrnasax obinu
co3gaHbl 15 LUeHTpoB pacyeTa B 3ToW BantTe. 3a nocneaHne mecsu-gsa boinv
pas3BepHYThbl ele TpUu LeHTpa.

9710 beHomeH, 0Ge3yCnoBHO, HEOXWAAHHbLIM, HO 3TO ()EHOMEH TOW CcamoW
MOAEPHM3aALNKN, KOTOPYIO Mbl XOTenu 3gecb obcyautb. Ocobyto BaXHOCTb AN
Hac nmeeT adpdPeKT BO3OENCTBUA 3TON MOLEPHU3ALMN Ha OKpYXaloLLmMe CTpaHhbl,
npexge Bcero Ha Poccuwo. A xoten Obl nogdepkHyTb, 4YTOObI BCe
NPUCYTCTBYIOLLME 3TO MOHSAMN, YTO B HACTOSALWMA MOMEHT HA POCCUNCKOM PbIHKE
KanuTana Mbl ewe He BUOenn KUTancknx geHer. 3To BCE CBA3AHHbIE AEHbIN: OHU
4YeTKO MPUBA3aHbl K TOProBbiM cTpaTermyecknm npuobpeteHmam. o cytn, aTo
Apyron kanutan. 3TO He 3anafHbln Kanutarn, K KOTOPOMY Mbl BCe MPUBbLIKIN, —
He NWKBUOHLIA, HE BbICOKOODOOpayMBaEMbIA, HE CMEKYNATUBHLIA (B XOPOLUEM
CMbICe crnosa). ATO CTpaTernyecknun kanutarn, HO CeroHa OH npesBpallaeTcs B

Kanutan OTKPbITbIW. JTOro eule He NnpPpon3oLLy1I0 — TOYHEEe, 3TO MNMpPOon3OoLLUS1Io B



OYeHb HEBOMbLLIOM 0ObeEME Ha OPLUOPHOM PbIHKE, HO 3TO MPOUCXOAUT Yy HacC Ha
rmasax. Ha Hac HakaTbiBaeT BOfIHa oMHAHCOBOW MoaepHu3aunm Kutasa, KoTopyto

MUP YBUAMT U OLLYTUT B camoe bnmxainiwee BpemMs. Cnacm6o!

B. Davis:
Thank you very much. We have a number of panellists from China itself, and so
let us turn to Dr. Bing Xiang, who | think is going to talk about changes in China’s

growth model and the country’s ability to innovate.

Bing Xiang:

Thank you. | would like to take this opportunity to share with you my
observations. There are two points. The first one is the change of China in terms
of our way of developing the internal economy, from neo-liberalism, as initiated
by Mrs. Thatcher and Ronald Reagan, and | think Deng Xiaoping has followed
that strategy for probably over 30 years, up until today. The positive side we see
in the private sector. Over 60% of the GDP of China, 80% of jobs in China, over
90% of new jobs in China, are coming from the private sector. So much of
China’s economic success is coming from this neo-liberalism. But the down side
Is the income growth inequality in China is among the worst. Even if you go with
the governmental data, the Gini coefficient is about 0.47, which is the second
worst, second only to Brazil. | think going forward, | see a strong element of
liberal democracy as practised by many European countries, especially Northern
European countries. In the past, if neo-liberalism was the main player, together
with state capitalism, for the future, the European experience and practice will be
far more relevant for China for the future. In that regard, you could see why the
Chinese Government reduced the rate of economic growth, because in the past,
the faster the economy grew, the worse the inequality. So stability will be very
important. You see a slowdown in the economy, even for political reasons. The

second issue is around innovation. In the past, innovation has not been the key
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in driving China’s economy forward. If you look around, the vast majority of
businesspeople have succeeded not because of innovation, but because of
imitation. Because innovation carries a lot of risks: you need money, you need
organizational capabilities, you need capital, and you need luck. In the past, it
was wise to imitate, to copy. It may not have been wise to innovate. You see
people around who have made a lot of money, have become billionaires — that is
the case. For the future, for many sectors, innovation will not be the key, because
China can continue to grow its economy by deregulation. If you look at the
energy sector, telecom, financial services, media, education, sport, culture and
the creative industries, and health care. Health care makes up 17-19% of the
GDP of the US. For China, it is 5.3%. So the Chinese Government can continue
to grow its economy by deregulation, not by innovation. The Chinese
Government can grow its economy from 6% or 5% all the way up to 12%, if they
want to. They have the instruments and flexibility to do that. So, in those sectors
where deregulation will be key, you do not need much innovation. Just keep on
copying. You see innovation in the US and Europe, you keep on copying and
happily become billionaires. But for deregulated sectors, like, for example,
consumer goods, even automobiles, China is already the largest market. When
you become the largest market you have to innovate to remain competitive. So
for those sectors, innovation will become far more important. I am positive about
the ability of the Chinese to innovate in the future. One of the reasons why the
US has done well is because the US had the largest market. When you have the
largest market in China, when you have been the largest country building global
economic growth for the past six, seven, eight years, it is not difficult to attract
talent and money from around the globe. The innovation will not be necessarily
coming from the Chinese or Chinese companies per se, it will be coming from
Russian people, from Brazilians, Israeli scientists, all of that. They are going to

send them to China to demonstrate their capabilities, and their talents, their



wisdom. So, | am positive that in those sectors that are already deregulated,

innovation will be more important for the future. Thank you.

B. Davis:
Thank you. Now, let us turn to Andy Xie, an independent economist and one of
the more interesting thinkers on the Chinese economy. He is going to talk about

productivity.

A. Xie:

Yes, | think that the key to economic growth is productivity, and China has
experienced a productivity boom over the past 30 years, mainly because China
re-emerged. China was developing very fast in the 1920s and 1930s, and then
war and revolution kept the economy down for 50 years. Then when it re-opened
again, there was explosive growth in productivity, mainly in capital deepening,
because people were investing more, and in productivity from economies of
scale, from network economies of scale and so forth. Productivity accounted for
80% of the economic growth. China is known for having a lot of people, but
actually people did not contribute so much to economic growth. But this
productivity boom was a one-time opportunity, because it was really catching up
with lost time. Over the last five to six years we have noticed that productivity has
slowed. How can you tell when productivity has slowed? You always see a rise in
debt. Debt is rising faster than GDP, and you need more money to create each
unit of GDP: that is a sure sign of the slowing of productivity. And the reason, we
can see, as you mentioned, is over-capacity. Over-capacity is a form of
inefficiency, because you are investing and you are not making money. That is
why | think China is running into trouble. Basically, the old economic model has
run out of steam. The old economic model was based on the untapped potential
of the past. Now, this untapped potential has been filled, so we need something

new. This is where | think that the difficulties that China is facing now are to



recognize that a system that has been successful for the last 30 years needs to
be changed fairly dramatically. China has had this hybrid economy. Basically,
most capital is used by the state sector, state enterprises and local governments
to put up these big projects. These big projects have produced productivity gains.
But when you first build highways, productivity is very high: you have a highway
network. And then you build more highways and the productivity goes down, and
at some point, you cannot build any more. So how are you going to spend your
money after that? That is the challenge for China. This is where it touches the
state-owned financial system, the dominance of the state-owned firms in capital-
intensive activities, and China needs to basically deregulate, decentralize and
move towards private ownership. We do not even have real private ownership
yet. So | think China has a lot of potential. When we talk about the ‘new normal’,
what do we mean by that? A lot of people say it is just 5%, that is the new
normal. But at 5%, if you have 5%, you have to cover your debt, over 10%, which
is the case now. It is not sustainable: you are going to blow up. You cannot grow
your debt twice as fast as your economy forever. It is going to blow up. So, I think
that the way out is not talking about all this stimulus, tinkering on the margins.
We need to change the system. That means privatizing a lot more of the
economy, and in particular the financial system. The financial system cannot be a
government-run institution. It cannot allocate capital to small and medium-sized
enterprises, or to innovative companies, because it is safer to give the money to
big state-owned enterprises, who will build another big petrochemical plant, or
another steel mill. The reason we have so much over-capacity in steel mills is
because it is easy to lend money to state-owned companies to build more steel
mills. That is where | see China has a lot of potential. A lot of people think | am a
bear on China, but | think that long-term | am very positive about China. But
China’s per capita income is only USD 8,000 a year. And Chinese people,
according to multinational companies, are hard-working, the hardest-working in

the world. More than that, the Chinese female participation rate in the labour



market is 90% — higher than the male participation rate in most countries. So,
China is using so much to produce USD 8,000 a year, compared to a USD
40,000-50,000 in the West. There is still a huge amount of inefficiency in China.
If we can change the system, China should easily make it up to USD 20,000—
25,000 per capita income. We have that in Korea, in Taiwan: | do not see that the
labour force there is better educated or more hard-working than in China. So why
should China not be there? It must be the system. So the system needs to be

changed. | will stop here.

B. Davis:

Okay, thank you again. Let us turn now to Jonathan Woetzel, from McKinsey,
who is an expert in a lot of things, including China’s urbanization as a source of
growth.

J. Woetzel:

Thank you, Bob. Four quick points. | think | agree with most of the speakers.
China is in the middle of a transition. We know that there is only one way to run
an advanced economy, all advanced economies are urban, consumer, services,
productivity — today China is none of those things. China is rural, it is more fixed
asset, it is industry, it is investment, so it is going from to. This takes decades, in
the case of China, pretty few decades, and in other countries it has taken
centuries, so | think we accept that it is a transition. That said, | think there is a
little bit of overblown pessimism about the consumer story. This is in fact one of,
if not the, world’s best consumer stories. China’s consumers add a Canada every
two years or so; it has been double-digit growth for decades; it has been
unaffected by global recessions of any sort; it is the world’'s largest consumer
Internet; | challenge you to find a more exciting consumer market anywhere in
the world. So it is not the market that you should worry about on the consumer

side, it is the competition, because it is also the world’s most competitive



consumer market. That is the second point. Thirdly, | disagree about the
capacity, or maybe | may nuance it. There is financial over-capacity. Credit has
gone through the roof in a very undisciplined way, particularly over the last three
or four years, but that has not actually translated into real economy over-capacity
as it is typically measured. Residential amounts of sales are more or less
inventories, amounts of sales are more or less where they were in 2011; housing
prices are flat, they are not declining. Industrial profit margins across industry —
350,000 firms are holding steady at about 6%. There is no sign of real industry
over-capacity. So your real question is where is all that money going?
Experience tells us that when you have that much credit piling up in the
economy, sitting in the bank, which is more or less where it is sitting, it has a
tendency to disappear. So that is a concern. But right now, we have financial
over-capacity, which will lead to de-leveraging and de-rating over time, but it is
not affecting the real economy. Finally, on urbanization, China is in the middle of
that urban process, and this is going to lead to some really interesting and huge
opportunities for the world. You think China will be a leader in innovation, based
on urbanization. China is already a world leader in the development of urban
infrastructure, with 40 metros, each of which are 500 to 1,000 kilometres, that is
over 20,000 kilometres of metros being built, and along with that you have
terminals which can process anywhere between half a million to a million people
per day. This is infrastructure on a scale which you have nowhere else in the
world. There is no other country in the world which is building a strong smartgrid.
There is no other country in the world which is building a high-speed rail. There is
no other country in the world which is launching a global one-belt, one-road
infrastructure programme, the explicit goal of which is to power 80% of the
world’s global GDP growth over the next 15 years. China is going to be a leader
in world urban development, urban infrastructure, and in urban innovation, and |

think there are lots of opportunities to participate in that.



B. Davis:
Great. Let us ask Yang Xiyu, the Executive Vice-President of the Boao Forum in
Asia, to speak to us now, and he is going to be talking about the implications of

China’s slowdown, | believe.

Xiyu Yang:

Thank you. Nowadays many people are talking about the continuous down-
growth of the Chinese economy, but if you look at the history of the past three
decades of China’s economic growth, it is not the first time. For example, in the
late 1990s, the Chinese economy suffered a similar shutdown in growth, but the
difference this time is that the combination of factors contributes generally to the
downward movement of the growth rates, mainly external factors — globally,
downwards is the common phenomenon. Secondly, with the fast growing pace of
the Chinese economic volume, the previous high growth rates are becoming
more and more unsustainable. For example, at the beginning of this century, in
2000, the volume of the Chinese economy was about one-eighth of the American
economy. But last year, China’s volume was more than 60% of the American
economy. So when the pace is getting much faster than before, you cannot keep
the previous pace of that growth. That is the second factor. But the third factor,
the most important factor, is the structural reform. The structural problem is a
worldwide keyword, but the Chinese structural problem is very unique. Basically,
the downward progress is represented on the surface as the so-called ‘new
normal’ — many people understand the new normal as a lower growth rate than
before. That is the new normal. But, in fact, it is not. The nature of the new
normal is the transitional period, the structural changes. So that is what | want to
stress as my first point. The new normal does not simply mean lower growth
rates, but it means structural changes. Secondly, what does structural change
mean? It can be characterized by three Rs: number one, remodelling, number

two, reconstructing, and number three, rebalancing. Remodelling means China is


http://www.forumspb.com/en/2015/sections/50/materials/260/sessions/1163#modal-text3657

trying to reshuffle the growth drivers. During the past, the fast growth of China’s
economy was mainly driven by export, heavy investment, and consumption,
especially the first two, plus heavy reliance on cheap labour and mass use of
commodities. The purpose of the structural reform is to try to rely less on
commodities and cheap labour, and to rely more on innovation-oriented high-tech
and green-orientated economic models. Through the remodelling, the Chinese
economy will appear in a new shape. Secondly, reconstructing — a wide range of
reforms. | just recently saw one example — one of our colleagues mentioned that
most Chinese like to save money in the bank, and do not like spending money in
the market. But in my observation, especially in the young generation, my son’s
generation, they are much the same as Americans and Australians; they like to
spend more money than American young people. Just look at Chinese tourists in
Japan, in the US, in Europe. They spend much more money than any other
foreign tourists. What is the reason? It is not because they have more money
than the other tourists, but because of their new habit. Why do they go outside to
consume rather than consuming inside? The former Chinese Minister of
Commerce complained on CCTV, the largest TV network in China, saying, ‘I
could not understand why the prices for iPhones in China, that are assembled in
China, were higher than the prices in the United States.” The fact of the story is
that many, countless Chinese want to go to the US to buy iPhones to bring back
to China. My colleagues in the Chinese Embassy in New York, Washington DC,
so many others, have a very heavy burden. Whenever they go to the US their
friends ask them to please buy iPhones and bring them back to China. In China,
you can see large iPhone stores, but very few customers. That is why, and the
reason behind the tourists spending money abroad. Such a phenomenon,
ironically, indicates the stupid structural policy of China. Such a stupid structural
policy encourages Chinese consumers to spend money abroad, rather than in
their home country. So, reconstructing means through structural reform, through

a wide range of reforms, China will become the largest consumer market in the



world, after China becomes the largest producer in the world. Thirdly,
rebalancing. We will try to reach a rebalancing among the regions, between the
West and the East, among the industrial sectors, not only between the first,
second, and third, but also the inter-sector structure. So, through the three Rs, |
think the Chinese economy will stand out with a brand new structure and a brand
new appearance. Lastly, what will the new economy of China be? What is the
indication to the world market? Briefly, the Chinese economy’s reliance on the
commodities and energy will be less than now. For example, last year, the BP
Report summarized the three reasons for the downturn in the price of energy;
one of the factors was the reduction in Chinese imports. | think that that is not an
occasional case, but will be a constant story in the Chinese economy, as it will in

the commodities and energy market. Thank you.

B. Davis:
Okay. Now we will turn to Maxim Sokov, from En+ Group, who will talk about

Siberian energy and the potential there for China.

M. Cokos:

[a, cnacnbo 6onbLuoe.

A npucoeauHsaCb K Npeabliaywum opaTtopam: aKoHoMuKa Kutas Bce Gonblue
nepexoauT Ha BHYTPEeHHee noTpebneHne wn pasBuUTUE BHYTPEHHErO
noTpebnenus. Ha cerogHAwWHUM OeHb, Kak ckasan AinBaH [naseHbepr, B Kutae
OCHOBHbIM panBepoOM ABSeTCcs nponssoacTBo commodities. Bnpoyem, Kutan n
noTpebnseT OKONO NOMoBUHbI Bcex commodities, KoTopble Npou3BoAsTCA B
mupe. [lpoussBoactBo xe 9otmx ToBapoB B KHP npaktuyecknm paBHO
notpebnenuto. Kntam — 310 OCHOBHOM ApanBep AN SKOHOMUKMW.

MpuBeny npuMmep Hawen oueHKM ero NnponssoacTea n notpebneHnda. Mel Bceraa
roBOpuMnM O TOM, 4YTO paHO UM no3gHo Kutam cTaHeT HEeTTO-UMMMNopTEepPOM

aniMUHus, 1 aTo byaeT KrYeBbiM ApaiBEpoOM pocTa LieH Ha anoMuHuiA. [o



CEroAHsLLHEr0 MOMEHTa Mbl 3TOrO He YBUMAENM HWU B antOMWHWUKW, HU B OPYrnx
commodities. Kutam ctonb e ObICTPO HapawuBaeT Npom3BoacTBo commodities,
Kak 1 pacTeT rno ypoBHIO noTpedbnenuns. Ho npobnema B ToM, 4TO cybecmanpyeTcs
3TOT POCT B OCHOBHOM 3a CHeT 3JHepreTuku. JTOT oversupply, KOTOpbIN, Kak
overhang, HeraTMBHO [OaBUT Ha LUeHbl 6GonbwuHcTBA  commodities,
cybenagmpyeTcsa U3 afIeKTPOIHEPreTUKN.

Ecnn Mmbl nocMoTpuM Ha CTpykTypy reHepaumn Kutas, 1o yBuamm, yto n3 1 100
BT cerogHsiluHen aHeprocuctembl Kutaa 70% npousBoacTBa NPUXOAUTCHA Ha
YrONnbHYIO reHepauumio. YronbHas reHepauuss cama no cebe [OCTaTOYHO
HeadbpekTMBHA NO pasHbiM napameTpamM. Mano Toro, 4yTo OHa [OCTaTOYHO
aoporasi, oHa euwe u He environment friendly. Mbl noHMMaem BCHO OCTPOTY
npobnembl BbIGpoca napHMKOBLIX ra3oB. Nepea Kutaem B 6yayliem oHa BCTaHeT
B MONHbIN pocT. CTpaHe NpuaeTca Kak-To ee pewaTb. Kak s yxe ynomMmsiHyn B
Kutae 70% anekTpoaHeprum reHepupyetca us yrnsa. 3to 6onee 700 BT. OguH
MeraBatT — 39TO NpuUMepHo 1,7 MUNNMOHA TOHHbI yrnga. 3T1o npumepHo 300
TbICAY TOHH 30J1bl, KOTOPYIO HAOO rae-To CKNaguMpoBaTh Kaxabln rog.

Kutan a1y npobnemy yxe noHMMaeT. 3Ta CTpaHa [OCTaTOYHO aKTUBHO
BOBrneyeHa B passutne BUNO — BO30OHOBNAEMbIX WMCTOYHUKOB SHEPIUW.
HepaBHO Mbl BCTpeyanuch B Kutae ¢ npefcrasutendamu kopnopaumn State Grid.
OHun npmBogAaT notpsicarowme undpsl. 3a nocnegHmve Tpu roga B Kntae 6bino
noctpoeHo 100 [Bt BeTpsHon oanektpoaHeprum u 30 [BT conHeyHon
3NEKTPOIHEPINN. DTO NPUMEPHO MOSIOBUHA 3Heprocuctemol Poccum 3a 3-5 ner.
Takon konoccanbHbl pbIBOK B nepcrnektuee 5—10 neT CUnbHO W3MEHUT
CTPYKTYpYy reHepauumn Kutada. Yto Mmbl B 3TOM cnyyae yBugum? Kutam ecnm n He
OyneT oTKasbiBaTbCsA OT YroflbHOW reHepauuu, To, No KpamHen Mmepe, ee pocT B
CTPYKTYype 3ameanurtcs, npousongeTr pebanaHcuposka. Ho BWUO He patot
BO3MOXXHOCTM NMOCTOSAHHOW 3arpy3ku 3HEProMOLLUHOCTEN, U 34€eCb Kak pa3 O4YeHb
Ba)XHO, 4TO psiaom ¢ Kutaem HaxoamTca Takonm napTHep, Kak Poccus. Hawa

CTpaHa obnapaert OrpOMHbIM TMOTEHUMANIOM B TUOPO3HEPreTuke. OcHoBHas



YyacTb aTUX MOLLHOCTEN npuxoanTcs Ha pernoHsbl Cunbupu.
'MppoanekTpoaHepreTnka MMeeT KoroccalrnbHble npenmMyLiectsa NOMMMO TOrO,
4yTOo OHa environment friendly (a Begb OHa no onpegeneHunto PyHKLMOHUPYET
npaktnyeckn 6e3 BbIOBPOCOB MApPHWUKOBLIX ras3oB). Ee oTtnuumMtenbHom 4YepTomn
ABNSETCS CNOCOBHOCTb OYEeHb BbICTPO 3aKkpbiBaTb MUKWU NOOOM 3HEProCUCTEMBI.
Ecnun yronbHon reHepauumn Tpebyetca okono 15-16 yacos, 4TOObI HapacTUTb
MOLLHOCTb, TO rMaporeHepaumns MoxeT caenaTb 9TO 3a BE€ MUHYTHI.
KomnnemeHTapHocTb 3HeprocucteM Kutas m Poccum B panbHenwem MoXeT
OYEeHb CWMbHO MNOBMMATL Ha  pPasBUTUE  KUMTAWUCKOW  SKOHOMMUKM, Ha
B3aumopencTtene wmexay Poccmen mn Kntaem. Takaa CTpykTypa B3avMHOIO
AOMNONHEeHUs HabnogaeTca u B pyrnx o6nacTax 3KOHOMUKN HaLIMX CTPaH.
CerogHs Mbl CNopuM O TOM, Kakum byaeT «npusemneHne» Kutas. byget nm oHo
MATKAM MnNu xectkmm? A 6bin Ha World Economic Forum B [xakapte. Tam
npoBogunack cneumanbHas naHesib Ha 3Ty TeMmy. Crnvkepbl roBOPUIN O TOM, YTO
npeackasaTb, KakMM MMEHHO OKaXeTCA 9TO  «Npu3emMreHue», CerogHs
HEeBO3MOXHO. [McKyccua Lwina BOKPYr TOro, KakouM YpPOBEHb pocTa SBMAEeTCS
AOCTaToYHbIM ANna Kntada: nath, WeCTb UM ceMb npoueHToB. Ho B uenom Bce
CXOOMMNCb BO MHEHMMU, YTO POCT Noka ByaeT. JkcnepTbl BOCMNPUHMMAIOT 3TO C
ontummnamMom. [louyemy? OTBeT npocT: Kntam cerogHss CAULLKOM BaXeH Ans
MUPOBON 3KOHOMUKW. Ecnn mbl npusHaem, 4to Kutaro OygeTt nnoxo, TO BCH
9KOHOMMKA MOSTYyYUT ITOT MOLLUHBIA HeraTMBHbIM Message M COOTBETCTBYHOLLUNA
appekt. OgHako ecnn Mbl Byaem BepuTb B TO, YTO «rpusemneHue» Oynet
MSMKMM, TO TaKOro HeraTMBHOro curHana He 6yaeT. Ecnu y Kutaa n BO3HUKHYT
cepbesHble Npobnemsbl, TO He B bnwxanwem 6yayuwem. [1o aToro Bcs MupoBas

SKOHOMWKa OyaeT pas3BuBaTbcs Gonee No3UTUBHO.

B. Davis:
Great, thanks. Let us hear from Xinli Zheng, Vice-Chairman of the China Centre

for International Economic Exchange, which plays a very important role in China.



CwuHnu L3eH:

B cBOEM BLICTYNIIEHUN S KOCHYCb HECKOSBbKMUX BaXXHbIX MOMEHTOB.

[MepBbIM U3 HUX — 3TO TO, YTO Mbl MEPEOCMbICINIIN BCHO Hally MOHETapPHYIO
nonutuky. HaumHaa ¢ 2009 roga mMbl NOCTOSIHHO YBESIMYMBAEM JEHEXHY Maccy
bonblue yem Ha 25%. Npn 3TOM HECKOMNbKO NeT noapsa cpeaHerogoBblie TeMMbl
3KOHOMMYeckoro pocTa coctaBnanm 13%.

MOXHO cKasaTb, YTO CKOPOCTb YBenu4eHus pOeHexHon ©6asbl npeBblana
CKOPOCTb 9KOHOMMYECKOro pocta B ABa pa3a, a B rnocriegHne yetbipe roga — C
2011 no 2014 rogq — Temnmnbl 3KOHOMWYECKOrO pocTa cHu3unucb Ao 8%. B atom
rogy NpPMpocCT aeHexHon Mmacckbl cokpatuncsa o 10%. OTo BaHenwas npuymHa
CHWXEHMS 3KOHOMMYECKOro pocTa. To €eCTb B 4eTblpe nocrnegHux roga
COKpallleHMe TeMMoOB  3KOHOMWYECKOrO pocTa 4BnNsieTcd  pes3ynbTaToMm
OCO3HaHHOM NOSINTUKM BacTeun, a He HEOXNOAHHBLIM 1151 HAC SIBIEHUEM.
BTopoe: HecMOTpst Ha TO, YTO TEMM 3KOHOMMYECKOro pocta nocrnegHne yetbipe
roga CHwxaeTcq, cregyeT OTMETUTb ABa SPKUX MO3UTUBHBLIX MOMEHTa. Bo-
nepBblX, TeMMbl MOBbIWEHUS CpeaHeayLeBoro Aoxoda 3a 9TW 4eTblpe roaa
NpeBbLICUIN  TEMMNbI  3KOHOMMYEcKoro pocta. [lpym 9TOM CKOpPOCTb pocTa
cpefHeayLweBoro noxona B CenbCKOM MECTHOCTU NPEeBOCXOAUT CKOPOCTb pocTa
cpegHeayweBoro goxoaa B ropogax. Mbl XoTenu M3MeHUTb 3TO Ha NPOTSKEHUN
nocnegHmx 30 neT, HO HamMm 3TO He ygaBanocb. Takke ObICTPO Bo3pacTaeT
noKynaTenbHad CnOCOOHOCTb HaceneHus M CoKpawlaeTcs paspbliB B Aoxodax
MeXay ropoaomM n aepeBHEN.

Bo-BTOpbIX, MOBLICUIIUCL TEMMbl POCTa TaK Has3blBaeMOW TPETbEN OTpacnu
Hawen akoHomukn. Ee npmbaBoyHas ctommoctb B GNP npes3owna 50%, a
KONNUYECTBO 3aHATbIX B 3TOM cdepe coctasnsdeT Tonbko 38% oT obuiero ymucna
3aHAaTbIX B Kutae. TpeTbs oTpacinb MMEET OYEHb BbICOKU MOTEHUMAN pasBuTUS.
B npownom oHa pasBuMBanacb O4Ye€Hb MEANEHHO, MOTOMYy 4YTO ObINO OYeHb

CUJIIbHOE Harlrorosoe 6peMﬂ. OHo 6bINO Ha TpeTb Bbllle, 4eM Haliorn B



NPOMBbILNEHHOCTU. B nocrnegHee BpeMsa Mbl CHU3UNW HaNoroBoe AaBfieHue Ha
AAHHYKO OTpacrnb, 4TO MNpuUBENO K ee B3pblBOOOpasHOMY pasButmio. Tak
Ha3blBaeMas TpeTbs OTpacnb Bko4aeT B cebs obpasosaHue, Typuam, UHaHChI
N Opyrme cepBUCHble AuCUMNIMHbLL. Mbl paccunTbiBaeM, 4TO 3gecb byaer
npoAaosmKkaTbcst OypHbIN POCT.

TpeTuin SpKMA MOMEHT — YTO HalUM TeXHUYECKMe HOoBaUUK 3a rnocnenHue rogbl.
YBennumB MHBECTMUMM B 3TOT CEKTOP, Mbl MOMYyYUSIN  O4YeHb BbICOKME
pe3ynbTaTbl. Cenvyac 6onee 2% BBI1 cTpaHbl TpaTUTCA HA UHBECTULMM B HaYKy
N uHHOBaumuK. Mo ob6bemMy BMOXEHMM B MHHOBALMM Mbl JaXe Onepexaem
Amepuky n 3aHMMaeM rnepsoe MecTo. B aton obnactm Mbl Cokpalwaem CBOe
otrctaBaHne ot CLUA. B 4acTHOCTW, Mbl Hageemcsi, YTO B TeyeHue Tpex
Gnvkanwmx neT Konu4ecTsBo nosiydaemblx Kutaem mexayHapoOHbIX MaTeHToB
NPEBbLICUT KONMYECTBO aHanorn4Hblx paspabotok B CLLUA.

BoT 4yTtO HOBOE nosiBMNock 3a nocrnegHue rogbl B Kutae Bcneacrene 3MeHeHus
ero no3nuMoHNPOBaHUSA B MEXAYyHapO4AHOM pasfeneHun Tpyaa.

B 3akntoyeHune s xoten 6bl OCTAaHOBUTLCS €elle Ha ogHOM Bornpoce. CTpyKTypHOe
perynuposaHve B Kntae n 6yayuiee passutne Kutas ana permoHa u mupa:
Kakme BO3MOXHOCTM 3TO npuHeceT? B Kutae cenyac ocyuectenaercs
KOHUenuus passutna «OgHa anoxa — ofgHa gopora». Mbl CTpeMUMMCH aKTUBHO
COTpygHMYaTb C HawWWMKM cocedsMu: Cco3daeM COBMECTHble (UHAHCOBbIE
CTPYKTYpbl, CTUMYNMpyeM coO3aHue TPaHCMNOPTHbIX MapLUpyTOB U KOPWOOPOB,
oBLWmMX NHpopMaLMOHHBbIX ceTer. Mbl paccunTbiBaeM, YTO 3TO NMOMOXET HaLunM
cocensM CecTb B 3KCMPECC KMTaNCcKoro ObiCTporo pocTa.

Poccna ans Hac 3aHumMaeT ocoboe MecTo. Y HaluMx 9KOHOMWK Bernuka CTeneHb
B3anmogononHaemMocTn. B Poccun ecTb OrpoMHble 3eMesibHble U eCTECTBEHHbIE
pecypchbl, 3Hepropecypcbl, nosfesHble nckonaemble. Onupasicb Ha KUTAWCKUN
PbIHOK U CBOM pecypcbl, Poccua cMoXeT nonyyvyaTb HenpepbiBHbIA W©

3HaYMTENbHbINA N0 06BEMY A0XOA.



OTtoenbHas TemMa — noTpebuTernbckMe ToBapbl BbICOKONO YPOBHSA, Hayka,
obpasoBaHuMe n Tak ganee. Hawu notpebHoCcTM B 3TUX cekTopax oOyayT
HenpepbIiBHO pacTu. B HacToAWMA MOMEHT Mbl MOKYNaem 3TUX TOBapOB U YCnyr
3a pybexxoMm nNpuUMeEpHO Ha TPUMMWMOH LONNapoB, U NOTpebHOCTb B HuX Byaer
HenpepbIBHO Bo3pactaTtb. OYeHb CKOPO MO MMMOPTY COOTBETCTBYHOLLUX YCIYT U
ToBapoB Mbl 06roHum CLUA n 3anmem nepsoe Mecto B MUpeE.

Kpome TOro, CTouMT BHUMATESIbHO MPUCMOTPETLCH K MNepcrnekTnsam pocTa
notpebutenbckoro cnpoca B Kutae. B CLUA cenvac BBI1 Ha gywy HaceneHna B
wectb pa3 6onblie, yem B KHP, n cpegHenyweson GNP B Kutae B wecTb pas
MeHbLue, Yyem B CLLUA. A koaddunumeHT notpebnenns B CLLUA B Tpu pasa Bbllue,
yeM cpegHenyweBon KoaddpuumeHT B Kntae. MoXHO ckasaTb, YTO B LiENIOM
obbem pacxogoB Ha notpebneHne B CLIA B 12 pa3 6Gonbwe, 4em
cpedHenyweBon obbem notpebneHna B Kutae. 3gecb y Kutasi, HECOMHEHHO,
OrpOMHble nepcrnekTuebl. [la, cenyac Mbl 3amegndemM TemMn 3KOHOMWYECKOro
pocTa, B TOM 4ucne WM MNoToMy, YTO Yy HaC €CTb HEKOTOpble CTPYKTYpPHble
npobnembl B akoHOMMKe. O4HAKO A yBEpPEH, YTO HaM yAdacTcs NpeoaosieTb 3Tn
NPensTCTBUS U NPOJOIMKNTb SKOHOMUYECKUA pocT. B Bnvxanwme natb—aecaTb
net ero Temnbl ByayT 3amMennsaTbCs, HO BCe paBHO OH OydeT HaxoAMTbCHA Ha
YpOBHE OKOMo 7% wnn gaxe vyTb Bbiwe. IT0 6yaeT BeCOMbIN BKNag B pasButue
BCEN MUPOBOW 3KOHOMMUKW. 10 3TOMy nokasaTesnio Mbl MNO-MpexHemy Oyaem

nepBon ctpaHon B mupe. Cnacubo!

B. Davis:

Great. Alexander Savchenkov, CEO of CityAds Media will give us his views now.

A. CaBYeHKOB:
Cnacubo! Mory ckasaTb, 4TO MOJSIHOCTbKO COrfaceH € npegbiaywmm opaTtopoMm
OTHOCUTENbHO KOMWYECTBA WHTENNEKTyanbHOW COOBCTBEHHOCTU, KOTOpas

BBO3UTCA B HacToswun MomMeHT B Kutan. [JaBante nocMOTpUM Ha TO, Kak



N3MEHUSIOCb 3a MNocrnegHue npUMEpPHO [ecATb JieT oTHoweHne Kutaa K
NHTENNeKTyanbHON cobCTBEHHOCTH, K CcOBCTBEHHbBIM naTeHTam,
3aperncTpmpoBaHHbLIM BO BceM Mupe. B nocnegHee Bpemsi Habnwogaetcs
MOLLHaa TeHAeHumsa nepexoda Kutas oT notpebneHus nytem KOMMpPOBaHUS K
cob6CTBEHHbBIM pa3paboTkaM COBEPLLUEHHO HOBbIX, MHHOBALMOHHbBIX TEXHOSOIM.
Panbwe Kuntam cmoTtpen u  konuposan. KonupoBanucb, Hanpumep,
BbICOKOTEXHOSIOIMYHbIE aMepUKaHCKMEe KOMMaHUKU, KOMUPOBaNUCb POCCUMCKMNE
TexHonormn. Cenyac xe Mbl Habnwgaem TeHAEHUMI0 K 3aMaHMBaHMIO
WHTENNEKTyanbHOro Kanutana HenocpencTBEeHHO BHYTpb Kutad. B npownble
rogbl Kutam 3aknwo4dan coenku  no  CrAUAHWIO W MOIMOWEHU0 B
BbICOKOTEXHONOMMYHbIX 0611acTAX UCKMIOYUTENBHO AS1S TOro, 4Tobbl yBEenMymMBaThb
CBO€ MpUCYTCTBME U YyCUnMBaTb CBOW MO3ULMM Ha ornpeferneHHbIX pblHKax. B
HaACTOSALLMA MOMEHT Mbl BUANM OFPOMHOE KONIMYECTBO MHBECTULMOHHbBIX CAENOK,
3aKn4yaemMblX C LeNbio BHEAPEHUS B CBOW KOMMAHUM TOW WHTESNNEKTyanbHON
CcOBCTBEHHOCTU, KOTOPOW HE XBaTaeT 4SS PasBUTUSA KUTANCKOM SKOHOMMUKM.
MacwTtab Kutas nntoc uHTennektyanbHad COOGCTBEHHOCTb, KOTOPYH) MOXeT
nonyuite Kutan, M Ta wvHTennekrtyanbHad COBGCTBEHHOCTb, KOTOPYK OH
BHeOpsieT, — 3TO OrpoMHbln noteHuwan. OH peanusyeTcd B OrPOMHOM
Konuyectse KoMmnaHun. deHomMeHasrbHbIM pedynbTaT nokasbiBaloT IPO MHOrmx
KATanCKMX bmpm. BcnomHuMm, K npumepy, Bbinyck akuum Alibaba Group. Takunx
koMmnaHun B Kutae cendac He ogHa U He aBe. Bce oHM CMOTPAT Ha BHeLLHWE
PbIHKN N CTPEMUTENBHO COBEPLLEHCTBYIOT COBCTBEHHbBIE TEXHOSOIMMN.
AHarnornyHasa cutyauusi cknagblBaeTcs He TOSMIbKO B MHTepHeT-cekTope. Heuto
nogobHoe npoucxoaut u B obnactu TenekomoB. Kutam HenpepbiBHO ynydwaeT
CBOM TEXHOSOMMM HENoCcpeacTBeHHO B obnactn nepefadnm CBA3W, pasBUTUS
BHYTPEHHUX  TENEKOMMYHUKAUMOHHbBIX  YCNyr, 4YTO, HECOMHEHHO, 6yaer
oKasblBaTb OFPOMHOE MOSIOXKUTENbHOE BNUAHME. [lpy 3TOM B UENOM Mbl
Habnogaem sBHbIM nporpecc Kutada B obnactu OTHOLWeEHMs K 3apybexHown

MHTeﬂﬂeKTyaﬂbHOVl CoBCTBEHHOCTN.



Cenyac WHOCTpaHHble KOMMNaHUW Yyxe He 604TCcA BCTynaTb B COBMECTHblE
npeanpuaTna ¢ Kutamckumm  upmamum. Cosgaetcs OrpoMHOE  KONMYeCTBO
COBMECTHbIX WHHOBALUMOHHbLIX LEHTPOB. A nonarato, 4to nepexon Kurtas ot
MOZESIM KOMMPOBAHUA K MOLENn co3ngaHna — 3TO HOBOE OKHO BO3MOXHOCTEWN,
koTopoe Kutam oTkpbiBaeT cerogHsilwuHemy mmpy. Octaetcsa nuwb noHabnogaTb
3a TeM, Kak byadeTt cknagblBaTbCs KOHKypeHTHast 6opbba kutancknx dupm c

BbICOKOTEXHOJTOTMYHbIMX KOMNMAaHNAMMN BO BCEM MUPE. Cnacunbo!

B. Davis:

Thank you. | think we have had some very interesting comments from a lot of
people. We have China growing into number one; we have China’s productivity
falling; we have China as a focus of urbanization; and we have China as falling
behind. | mean, that is one of the great things about covering China: you get a
multiplicity of opinions and this reinforces my view that nobody actually
understands what the future of China is, and we are all sitting here doing the best
we can. | thought, given that we do not have a long time on this panel, that we
would start by actually opening it for questions. So, when | call on you, if you

would say who you are addressing the question to. Right there.

N. Coleman:

Thank you. | am Nick Coleman from Platts. | would be interested to get some
thoughts on the currently depressed oil price and how China is responding to that
in terms of its demand, and maybe also policy, as well as Russia’s efforts to
increase its oil shipments into China in competition with OPEC countries. On the
demand side, how far is it a classical response to lower prices, and what are the
specifics of that? Obviously, Mr. Glasenberg might be an obvious person to

answer that. Thank you.



l. Glasenberg:

On the oil side, | think maybe on the consumption side, some of our colleagues
can talk a bit about it. But you have to remember, China consumes, | think, per
capita, 15% as compared to the rest of the world. So that tells you something.
Growth should occur because people are driving more cars, the amount of
gasoline consumed is increasing, and so it should grow as the economy grows.
On the Russian export side, | do not know. Russian exports will go more to
China, and they are starting to move it more to China, and that will continue. But |

do not know; can anyone else talk about the growth of oil demand in China?

K. Rudd:

| think what the Chinese have been doing, if we follow the literature carefully, is
that China has been stockpiling hugely, and this is a rational response to the
price. Of course, it is temporary, but China is building up its strategic oil buffers.
But | think, as other panellists have indicated here, the full trajectory in terms of
the alteration of the Chinese fossil fuel mix, bringing down coal, bringing up oil
and bringing up natural gas in particular, is a revolution within the sector. And
secondly, within oil, you are going to end up with 80% foreign oil dependency:
this is a geo-strategic question for the Chinese, which causes them to focus on
their two dilemmas of the Straits of Malacca and the Straits of Hormuz, in terms
of long-term supply. For oil, this is a real question. Gas is also a large part of the
energy mix, and the extent to which China can alter its carbon footprint will be
through those mechanisms. So, | think those are the two aspects of what we see
unfolding at the moment, but | think China has been delighted recently to see low

oil prices.

I. Glasenberg:
Just referring back, | think you mentioned it earlier, to China’s dependency on

fossil fuel and coal consumption, and yes, today China consumes 70% of coal; it



is being utilized for their energy production, and it will go down. We talk about
wind, solar, etc. But | do not believe the actual consumption of coal will go down
in China. | agree, the energy mix will change, and it will not be 70% coal-fired, it
may go down to 50-55% coal-fired, and maybe cleaner coal-fired energy,
because people upgrade their coal-fired facilities, where they do not have SO2
emissions, etc., like the Japanese are doing today. Today, you have totally clean
coal-fired stations. But the consumption and the use of coal in China will not go
down — it will go up. So, if we talk about global warming and the environment,
and the big debate that is on today, | do not think that you are going to see less
coal-fired generation or fossil fuel generation in the world, also on the back of the

increase that is taking place in India.

M. Sokov:

| think you are absolutely right: it is just about the energy mix within the
generation mix. Currently China is consuming 3 billion tonnes of coal, so it would
go up, and actually it would go up to 4 billion, but inside the generation mix, the

percentage mix.

l. Glasenberg:

Which all countries are also trying to do.

M. Sokov:

You are right.

CwuHnu L3seH:

Kutaih OencrtBuTenbHO YyBENUUMBAET KOMMYECTBO MoTpebnsgemMoro Tonnuea.
CHMXeHne MUpOoBbIX LEH Ha HedpTb, Ha TOMNNMBO B LENOM oOKasano
MONOXUTENbHOE BIIMSIHAE HA Hally 3KOHOMUKY. Mbl Hageemcs, 4To B Byayuiem

3TN LUEeHbl He 6yD,yT pactn o4eHb 6bICTpO.



Mbl YyacTo BCnOMMHaeM O TOM, 4YTO Poccusa pacnonaraet 60nblwMMK 3anacamm
yrnesogoponoB. OgHako 51 Obl XOTeNn NOAENUTLCA C BaMU HOBOCTbLIO O TOM, YTO B
Kutae Hame4vaeTcst NpopbIB B TEXHOSOIMMSX: KAMEHHbIN Yroflb HAYMHAKT CKUraTb
B HU3KOTEMMNEPATYPHOM PEXMME — B YNCTOM peXMME C UCMONb30BaHMEM rasa.
B aotom nnaHe wmbl gocturnn Gonbwnx ycnexoB. [logoGHbie TexXHONOrmu
Ha4YMHaOT NPUMEHATbLCS BO BceM Mupe, B Tom uucrne m B CLIA. lMocne
anpobauum Ha4YHEeTCs LWMPOKOE MPOMBbILLIIEHHOE NPUMEHEHMNE HOBbIX METOA0B. B
pesynbtate Mbl CMOXeM nyTem rasudukaumm yrnsa npousBoauTb OFPOMHOE
KONMUYEeCTBO Nerknx HedTsaHbIX (ppakumi — TOro, YTo MNosiydatT U3 HedPTU U
rasa. 9ToO 3HaYMTENbHO CHU3UT BHYTPEHHME LIEHbI HA HeTb B Kntae.

Kpome Toro, y Hac eCTb OrpoOMHOE KONMMYEeCTBO ApPYrux pecypcoB. Ha HoBowm
TEXHUKE, C WCMONIb30BAHNEM HOBOW TEXHOMOMMU Mbl CMOXEM MNPOU3BOAUTL
bonee munnuapga TOHH MasyTa.

Mbl ncnbiTbiIBaEM OrpOMHYI0 MOTPEBGHOCTb B XMMUYECKMX BUAAX TONNMBA U OYEHb
3aBMCUM OT HMX. Mbl Hageemcs, YTO 3Ta 3aBUCMMOCTb TOXe ByaeT CHMXaTbCS,
NO3TOMY S npeanarak PpOCCUNCKOM CTOPOHE nogymMaTb O TOM, YTOObl yBENNYNTL
noctaBku cBoen HedTM B Kutam B camoe Gnukanwee Bpemsi: BNocnencTsnu
HOBas TEXHWKA NPUBEAET K TOMY, YTO NOTPEBHOCTb B 3TUX pecypcax CoOKpaTUTCS.
[Jo 3TOoro MomeHTa HeobxoAMMO WCMNOMb30BaTb 3TO OKHO  PbIHOYHbLIX
BO3MOXHOCTEN, 4TOObI MO XOpOLWIEeN LeHe npodaTb CBOW ToBap. OTo OyageTt

pasyMHbIM, MyApPbIM BbIGOPOM.

A. Xie:

| just want to make a comment: in the petrochemical industry, in the oil industry, |
think most people think the low oil price is temporary. | think that USD 60 oil is
going to go on for a long, long time. | think the issue is that it is not just that
China’s economy is changing from investment intensive to consumption. China is
a very price-sensitive economy. Coal will always be the base load. The coal price

and oil price are correlated. So, like last year in September in Kuwait at the



Investor Summit, when people asked me, “What do you think about the oil
price?” | said, “It is heading down to USD 60, and very soon.” They laughed!
They laughed. | made this prediction because the Chinese coal price was
dropping very rapidly, and oil was not. It was just a matter of time. When China’s
electricity consumption started shifting down very rapidly in August of last year —
now it is like 2-3% — | think because of the way of the demand levels, the
substitution effect, USD 60 oil is here to stay. So if you want to make a decision

based on the price going up in the future, | think you will be disappointed.

J. Woetzel:

Yes, just one quick point. Consumption taxes on oil have been raised three times
since November 2014 in China, to recognize the opportunity to divert revenues
from oil producers to counter-pollution initiatives and support renewable

energies, so the direction of China’s government policy is very clear.

Bing Xiang:

Can | make one point? | think China is probably the most dependent on importing
energy resources from around the globe. If you noticed data on 2008, 40% of
China’s GDP was export. So whatever is good for China, 40% is good for global

consumers. That is very important to note.

From the audience:

Thank you, sir. My name is Zhao. | would really appreciate knowing the
perspective of the distinguished panel about China’s recent strategy called the
One Belt Silk Road strategy. Despite the name ‘Silk Road’, the perception within
the region is quite mixed, so what would be your advice to the neighbouring

economies to cope with this great strategy going forward? Thank you.



K. Rudd:

| have often said to my friends in Beijing, when it came to One Belt, One Road,
they should really think of a different translation. It is often lost in translation
entirely as to what this means. But | think this one has already happened and we
cannot change it. What it is in essence? As | see One Belt, One Road, it is a pan-
continental infrastructure initiative, a pan-continental connectivity initiative. And
when you use those terms, for example to a US domestic audience, they begin to
understand what you mean, because of their history of pan-continental railways;
they kind of get it. And this is lost in translation when you talk about One Belt, this
thing that holds your trousers up, and One Road. But | will leave that for the
interpreters later on. So, beyond translation, secondly, on the substance of it, and
| think it is important to see this as an aggregation of the financial resources of
the Silk Road Fund, which at this stage stands at about USD 40-50 billion, but it
will grow, and secondly, the AIlIB, with its initial capital between about USD 50
and 100 hundred billion. Then of course what the paid-up capital is and future
loan activity of the new development bank, the BRICS bank, will be. But in overall
terms, this adds a significant but not huge addition to public capital available for
investment in infrastructure. The success of this pan-continental infrastructure
initiative will depend on the extent to which the financial loans from these
institutions, or financial investments from these institutions, will find partners
across the wider region, because that capital — we all know here what the cost of
an infrastructure project is, a big one, you could readily consume USD 200 billion
in capital and end up doing three projects, let us just be sensible about this. So,
the key question here lies in how is this set of funds is used. Both for loans and
for direct investment, cocktailed with other public capital, | would hope from the
multilateral development banks, frankly (and | know the Asian Development Bank
and the World Bank, despite all the political noise about the AlIB, are now looking
productively about how to actually work with the AlIB on the ground), but

furthermore, how it actually works, as well in attracting domestic private capital,



and international private capital, to these projects. My final point is this: we have
all seen the numbers from the World Bank, the OECD, and from other
institutions, about pan-Asia’s infrastructure deficit. In the decade of which we are
half way through at the moment, they calculate it at being at least USD 9 trillion in
additional infrastructure investment needed. The public capital involvement for
that is limited. So, | keep returning to a theme which | have been emphasizing for
the last two years: the challenge for the future is how we use scarce global public
capital, from whichever source, to reduce the risk of these projects, in order to
encourage private capital, domestic and international, into these projects, so that
you can generate, rather than an 8% return, an 18% return. That builds more
projects, and it makes the risk factor acceptable, it gets private capital in, and

then, | think, thirdly, diversifies the ownership of these projects as well.

Xiyu Yang:

| would like to add one more point. One Road, to China, that means we are
turning from the past one-way operating policy, to a two-way operating policy.
One way means when Deng Xiaoping opened the door, basically our products
flowed out. Capital flowed in. So, one way. Now, we are trying to go two ways:
both the products and the capital, especially the capital, that will be more and
more Chinese capital FDI flowing out, while we keep attracting FDI into China,
and also we go out, especially along the roads and the belts. That is the meaning
of One Belt, One Road. For the external world, externally, One Belt, One Road
means that this initiative tries to conform to existing FTAs, bilateral, multilateral,
sub-regional cooperation mechanisms, following the road and the belt. For
example, around the world there have been more than 170 FTAs, multilateral or
bilateral, but in practice, more than 270 FTAs have been implemented. So the
initiative means we are trying to activate the already existing FTAS or economic

agreements and arrangements, so that we can make a win-win multilateral



platform for joint sustainable development, both in trade, investment, and

economic development in general. Thank you.

CuHnu L3eH:

Mo3BonbTe MHe caenaTb O4HO gononHeHne. OguH mon apyr u3 MesiHMbl 3agan
BOMPOC, KOTOPbIN MeHs o4vyeHb 3amHTepecoBarn. Cenvac B Kutae peanuayetcs
npoekt «OpgHa a3noxa — opdHa pgopora». YTO OH  MOXET nNpUHECTU
COTPYAHUYECTBY B 0611aCTM 3KOHOMUKN Mexay MbsHMon n Knutaem?

30ecb ecTb gBa MoMeHTa. [lepBoe: Mbl MNOCTPOUNN  BbICOKOCKOPOCTHYHO
LLOCCENHYID Maructpanb A0 rpaHuubl ¢ MbsiHMOW, CTPOUTCS CKOPOCTHas
XKenesHoAopoXXHad INWHUS B OTOM HanpasneHun. Ecnm Mbl goctpoum atm
Marmctpanu, [JoBegemM WX OO0 BHYTPEHHUX panoHoB MbAHMbI, TO 3TO
3HAYMTENbHO MOBbLICUT NOTEHUMAN TPAHCMNOPTHOrO coobLeHns mexay Kutaem m
cocefiHen CTpaHoM.

BTOpon MOMEHT — 3TO rMraHTCKMW TPaHCNOPTHLIN Kopuaop mexay MbaHmon,
Kutaem, Kambogxen n MHgmen. DTOT NpoeKT npuayMaH He CerogHs: BnepBble
OH Obin peanun3oBaH elle BO Bpemsi BTopon mmpoBon BOWHLI. B ToM panoHe
Oblnia nocTpoeHa gopora, no KoTopon M3 MbsHMbI B KuTam 6binio 4ocTaBneHo
OOnbLLIOE KONMMYECTBO aMepuKaHCKoro opyxuda. Cenyac Mbl CTpouM 30€Cb
9KOHOMUYECKUIN KOpMOop, 06beANHAIOWMIA YeTblpe CTpaHbl. ITOT NPoekT byaeT
B 3HA4YNTENbHOW Mepe CTUMYNMPOBaTb Halle SKOHOMUYECKoe COTPYAHUYECTBO C
MbsiHMOM 1 ¢ Apyrumun coceasmun. MbssHMa — 370 KpynHasi cTpaHa ¢ 6onbLmmm
pecypcamu. B3aMmMoOononHAEeMOCTb HawMX 9SKOHOMUMK Mo3BONMT  MbsaHMe
MCNonb30BaTb  KUTAWCKUW  PbIHOK, YCKOPMB TeM CcaMblM COBCTBEHHOE

OKOHOMUMNYECKOE pa3BUTUE.

Bing Xiang:
| have three short points. Number one, China succeeded because China

integrated with the global economy. In many regards, China has been among the



most globalized economies for the past 30 something years. So accordingly, two
years ago at the Forum | said, for the past 30 something years, China has been
globalized. One element of change for the future may be ‘Chinalization’ of the
global economy. This is one of the starting points. This is the first point. The
second point: if you look at China historically, in each and every dynasty, when
China was open, China was number one globally. When China closes off, we are
in deep trouble. So, China will continue to be open, in the interests of China itself.
Thirdly, because when China looks at the TPP, and the TTIP of the US, it thinks
this is not a good idea, because we do not want to be excluded from global trade.
So, this new trade initiative of China is part of the response to the US TPP, TTIP

Initiatives. | think | will finish with those three points.

I. Glasenberg:

Can | ask Andy one question, where | do not quite understand the logic. You say
you predicted the oil price going down to USD 60 because you followed the coal
price, because the coal price was going down in China. Why do you believe that
when the coal price comes down, the oil price will drop in China and the world?
There is no substitution. Maybe you were saying the economy was weakening in
China, so they are not going to consume so much oil, or what was your reason

that you believed coal would be the indicator for oil?

A. Xie:

There are two points. One is, there is a substitution effect, and a lot of projects
that have been going on in China have been trying to produce oil, turning coal
into oil. The other is that there is a correlation in energy consumption of different
resources. So when the coal price goes down, it means that the energy
consumption is going down. So, when the coal price dropped by 50% and oil was
not dropping, that was basically not right. And electricity consumption in China

shifted down so much in August last year, the demand, overall energy



consumption was declining. China was the source of the oil price staying high.
So, when it happened, it dropped. And, by the way, oil does not behave
differently from other commodities. You look at the charts. Oil, iron ore, copper,
they are all the same curves. They have different timings maybe, but you cannot
believe that oil is not a cyclical thing. So that is why | believe that for one thing,
you should at least believe in cycles, and oil is going down, just like all other

commodities.

B. Davis:
There is just huge interest in China, and there are endless questions, but we
have run out of time. | just want to thank the panel for a very interesting

discussion, and thank you, the audience, for coming.
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