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Opportunistic Cooperation in a
New Era of Sino-US Relations

What could we expect from a possible reset of the Sino-US Relationship?
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Deputy Managing Editor; Editorial Board Member, Caixin Media



Sino-US relations are not priorities for both parties Caixin

Key takeaway 1.

Domestic problems such as economic recovery, pandemic containment, and addressing
racial injustice would take up the lion’s share of the new administration’s energy.

Key takeaway 2.

Pushing back against Chinese national interests is a bipartisan consensus in Washington
and few want to squander their political capital in favor of a rapprochement with Beijing.

Key takeaway 3.

For the Chinese government, the appointment of Vice Minister of MOFA as Ambassador to
the UK indicates that China is in no illusion of a rapid improvement between Beijing and
Washington.

Key takeaway 4.
Instead of taking initiatives in improving bilateral relations, both countries will dedicate

most resources to enhance their global standing and draw other countries into their
respective economic and influential orbit.



Partial disentanglement and opportunistic cooperation Caixin

Key takeaway 1.

Tech and scientific decoupling is inevitable and it will be increasingly difficult for
China Inc. to acquire cutting edge technologies in western markets.

Key takeaway 2.

Climate change and biodiversity protection could be a few bright spots where
interests intersect.

Key takeaway 3.

The so-called “external circulation” means tightly tying western companies to
Chinese huge domestic consumer market to preempt further decoupling efforts.
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China’s Economy:
Keywords for 2021
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“Mission accomplished” in not repeating 2008 Caisin
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China’s stimulus package

Smaller
Fiscal at forefront Monetary
Producer/company-focused

2 times, 30bp cut totally to 2.2%
Fiscal

2 times, 30bp cut totally

20bp cut for 1-year LPR

10bp cut for above-5-year LPR

Cut the interest rate on excess reserve to
0.35%

300 billion yuan special re-lending funds

1 trillion yuan

3.75 trillion yuan
a total of 1.5 trillion yuan

2.5 trillion yuan loan repayments rollover and special re-

lending quota for SMEs

Source: MoF, PBoC



Recovery unbalanced as always Caiin

Figure 1: Contribution to growth Figure 2: Macro leverage ratio up >20 pp
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Export: how records were set

Figure 1: Second-best year in export Figure 2: Great year for PPE, home office & play

China's Export in 2020, by Category
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China & ASEAN: a repeat of Japan’s experience? Caixin
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Figure 1: Export to US through Vietnam?

Y-oY Change in 19H1 Trade of Vietnam

m Export mImport

US$ bn
o~

0 f 1 I .' 1 -'

-2 4 China U.S. Other ASEAN EU Japan South Korea  India

Source: CEIC



China & ASEAN: a repeat of Japan’s experience? Caixin

Figure 1: Chinese investment in ASEAN Figure 2: Import for export
FDI'in ASEAN from China (including Hong Kong) Machinery Imported from China
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China & US: atrade war, remember?
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Figure 1: China’s trading partners

China's trade with partners in 2020 (US$, bn)
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China & US: atrade war, remember? Caixin

Figure 1: Higher trade surplus with US Figure 2: China surplus to GDP coincides
with US household debt ratio

China's Trade Surplus with US (US$ bn)
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Policy: “no sudden turns” (intended)

Caixin

GLOBAL

Monetary: tighter credit already

Figure 1: Total social financing and broad
money supply growth slows
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Figure 2: Default in China’s bond market
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Policy: “no sudden turns” Caiin
Fiscal: back to 3%

Figure 1: China’s government debt remains Figure 2: New government debt
manageable
Share of GDP (%, general government debt)
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Ups and Downs Caixin

GLOBAL

e New infrastructure R&D Spending by Country

Current spending, purchasing power parity (billion dollars)
600 The US
China

e Dual circulation

 Demand-side reform 500
« Carbon emission goals i
« Covid-19 o
« Timing of exit .
 Macroprudential
measures 100
* Debt defaults 0" 2000 2000 2004 2006 2008 2010 2012 2014 2016 2018
« US-China disputes Caixin

Source: Ministry of Education
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Internet anti-monopoly

Qu Yunxu
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How Chinese Big
Tech become
monopolists

o Caixin
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« Baidu is gradually falling behind in
the competition
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2016-110W: tWO faCtiOllS GLOSGB AnL

 China's Internet industry
has formed two factions,
Tencent and Ali.

 JD, PDD and Meituan
belong to Tencent faction

« Intime, Sun Art Retail
Group and Hellobike
belong to Ali faction




Alibaba prefers acquisitions

Four listed

companies:

Alibaba, Alibaba
Health, Alibaba
Pictures, Sun Art
Retail Group

Two giants in
private market: Ant
Group, Ali local life
service company

Py BB B SE AR R Th{E 5 (5 Ak SHRIRUITEIF R

8243.8012%7T

1483.96

2015 6 2016 4
ZRBRIR: WindZifl, Mo ERIBAT 2 EiE




Caixin

Ant Group: the largest Fintech companies in the world =<%"

700 million MAU U]
SUEUETNG llliﬁﬁIEITrll

« Everything in
daily life done
online: clothing,
food, shelter and
transport

 Consumer loans,
payday lending
and other
financial services

Caixin Weekly
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Tencent: the largest institutional shareholder Caixin

« Tencent has
invested in over
800 companies,
10% of which 5.66/51Z%7%
went public
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 The total market
value of them is
equivalent to -
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WeChat: becoming like an OS

* 1.2 billion MAU

« “Micro App” VS
App. traditional
website

« Official Account VS
News web, blog

e Video Account VS
TikTok
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M&A: various sequels

Caixin

GLOBAL

Didi: two deaths in one
month; facing tightened
supervision; net loss

Bike-sharing: occupying
public space, wasting
resources

Baidu profiting from
medical, gambling, and
pornography advertising
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Tightening supervision of the internet industry Caixin

* The suspension of Ant
Group’s IPO is the turning

point Wik EIHI Ml ?ﬁﬁl?lﬂl

Caixin Weekly
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- Anti-monopoly policies i S s oa i e

were introduced one by
one; post-merger review
and fines were
implemented
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« Draft of personal
information protection law
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Thank you for watching




