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China Macro Group (CM@)a European management consultirigm specialized on China E

Value proposition¢ key management issues Our approach

Chinastrategy

A CMG is an agile, d|yerse and Research values original,
partnershipled boutique — | A Reviewsdevelopmentscenarios, deisking e ehreed arel calhEies
consulting firmspecializedin ——vo-..........

strategy and management Strategic initiatives / decisions
iIssues relating to China

Fourlenses: business
economy, public policy and
geopolitics / geoeconomics

ST A Partnerships, investments, M&¥ negotiations
A CMG serves EuropedNCs, —— I — e
SMEsthe public sectoras T Decisionaidingintelligence
well asfinancial investors = | A Market / competition / policy and benchmarking
e On-the-ground presence and

ALG ¥2O0dz SpalicyZ y = QéBoD/ ExCdbriefings broad Chinese expert network
market, relatedgeopolitical

andgeoeconomic factors

A Strategic business context, market, geopolitics

HQsubsidiary interaction
A Facilitation, alignment, trainings, monitoring

Crosscultural teamand
interdisciplinary

A CMG operates with offices in
Zurich, Munich and Beijing
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CMG Primery / a Bl€pdh adalyses of key political and economic events and topics related to China

Understanding process and key ' Y RSNE& ( I yTRwWayf @sudl K SChinese government remodeled at  Understanding supply chain EUChina relations; from economic
outcomes of the 26 Central ¢ context, influencing factors and the Two Sessions 2023policy, distortions of critical minerals AYGSaANIGaAzy (2 9! Q
Committee Third Plenum outlook people and structure powering the green energy transition | dzii 2 y 2 Y &Nk § RA WRS

RERKB=RZHEU
i

Understanding process and key

. e o F - AL Understanding process and Two Sessions 2024 Strengthening  China's risk managemerg New EUCCCMG reportdRiskful
(Ziodrlz;re(zsz YSa ZffpatyKA Yy iﬁ)flﬁencing factors ofTaiwan's proactive and better coordinated W/ 22NRAYIGS RS@St thinkivg yiavigating tRe politics of

2024 presidential election economic policy aSOdz2NR (& Q SO2y2YA 0O aSOdzNRA e ¢

European Chamber Report Launch

Navigating the

Politics of
Economic Security




Webinarseries & {

F@AyYy3 AY RAIFE23dz2S 6AGK

CHINA
MACRO
GROUP

policy - market - strategy
Zurich | Munich | Beijing

WEBINAR SERIES 2024

«STAYING IN DIALOGUE WITH CHINA»

| KAY Ll €Z HAHDN

Six stru
politica
and pol
Year-Plz
‘High-Q

Learn from I
persisting re
China’s sociq
prosperity, ul
technologicd
governance
structural tre

5th April, 2024
9-945am CET | 3-345pm CST
Economic Transition and Industrial Upgrading

WANG Yong, Academic Deputy Dean of the Institute of New
Structural Economics, Peking University

15th May 2024
9-945am CET | 3-345pm CST
Market-oriented Reforms

LU Feng, Emeritus Professor of Economics and former Deputy
Dean of the National School of Development, Peking University

19th June 2024
9-945am CET | 3-345pm CST
Economic Security

WANG Zhengxu, Professor at Department of Political Science,
School of Public Affairs, Zhejiang University

5 Host and moderator
3 Markus HERRMANN CHEN
<! ' Co-Founder and Managing Director, China Macro Group (CMG)

11 September 2024
9-945am CET | 3-345pm CST
Social Rebalancing and Market Governance

LI Shi, Dean of Institute for Common Prosperity and
Development, Zhejiang University

23rd October, 2024 0
9-945am CET | 3-345pm CST
Economic Globalization

YU Miaojie, President and University Chair Professor of Liaoning
University, and Liberal-Art Chair Professor of Peking University

XX Xxxx 2024
9-945am CET | 3-345pm CST
‘Domestic Demand System’

HUANG Yiping, Sinar Mas Chair Professor of Finance/Economics,
Dean National School of Development, Peking University

CET: Central European Time | CST: China Standard Time
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Horizon Scan: Markus

Herrmann

Foreign businesses should be able to approach corporate
strategy-making in the rapidly evolving, competitive Chinese
market by factoring in domestic policy, geo-economic forces, and
geopolitics. Some tried-and-tested strategies have emerged. They

Read more
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Ideologyy (G KS o0ySéu0v [/t O2 y-indekstiardtinogh shofalisinisBign&nd commuhist vidid |

CONSTITUTION OF THE COMMUNIST PARTY OF CHINA

Revised and adopted at the 19th National Congress of the
Communist Party of China on October 24, 2017

General program

G¢KS [/ 2YYdzy A a (thetvanhdard of th& Chindsd wotkingickass, the Chinese people, and the Chinese.raiothe
leadership core for theauseof socialism with Chinese characteristtsy R NBLINBaSy ia GKS RSOSt 2LIYSyY
| ROF YyOSR LINPRdAzOGA OGS F2NOSax GKS 2NASYyGlFGA2Yy F2N) / KAbel Qa | F
YFE22NAGe 2F (0KS [/ Kighes @éil ahdlt2nhth ¢dabis thekealization Ecéninanish &

Gl £f tFNI@& YSYOSNHE YhodtlistoicXa8ke &F i NIR@S yvDA yHAIZAYRRISINYRK S GA2y = | OF
safeguarding world peace and promoting common development, achieve the two centenary goals, and realize the Chinese Dream
V6IEGAZ2YFE NB2dz@Sy | (GA 2y dé

G¢KS /2YYdzyAad t I NI-Eenirgsth, MadkZedbhg Thizaght ADeray XibldpigaTYeory, the Theory of Three Represen
the Scientific Outlook on Developmeamd Xi Jinping Thought on Socialism with Chinese Characteristics for a NeasHsaguides
to actiong

E Source: http://www.xinhuanet.com/english/download/Constitution_of _the_Communist_Party_of_China.pdf



¢ KS &4.d INB&érnance under the leadership of the vanguard CCP

CCRConstitution dLeadership of the CA®the most essential attribute of socialism with Chinese characteristics, and the
(2017) greatest strength of this system. The Party exercises overall leadership over all areas of endeavor in every part
2F (0KS O2dzy i NEB d¢

PRGCConstitution Chapter | General Principles
(Art. 1,beforeand after
amendmentin 2018) Article 1 The People's Republic of China is a socialist state under the people's democratic dictatorship led by the

working class and based on the alliance of workers and peasants.

The socialist system is the basic system of the People's Republic of China. Disruption of the socialist system by any
organization or individual is prohibited.

e ——————

Article 1 The Peoples Republic of China is a socialist state governed by a people’s Amendment to the Constitution of the People's Republic of China

democratic dictatorship that is led by the working class and based on an alliance of e e

workers and peasants.

Announcement of the National People’s Congress of the

People’s Republic of China

The socialist system is the fundamental system of the People’s Republic of China.

No. 1
Leadership by the Communist Party of China is the defining feature of socialism with
Added : — ) . . .
Chinese characteristics. It is prohibited for any organization or individual to damage the The Amendment to the Constitution of the People’s Republic of China has been
e adopted by the First Session of the Thirteenth National People’s Congress of the People’s
SOCIQIlSt S}"'Stem- Republic of China on March 11, 2018 and is hereby plomulgated to take effect.

E Source: http://www.npc.gov.cn/zgrdw/englishnpc/Constitution/node_2825.htm
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Party / CCP g State

bl GA2YyLFE tS2
(ca. 3000 delegates)
+ Sanding Committeg(175 delegates)

National Party Congress
(ca. 2300 delegates)

Central Commission for Discipline Inspectig@CDI / 133)

Central Committee Central Military Commission
(«CC») (205 members)

State Council
(Inner Cabinetl Premier,
4 VicePremiers, 5 State Councilors

President
of PRC

Central Institution Coordination Institutions for decisiemaking
(w/o regular offices) ( )

Outer Cabinet ¢ 26 ministry-level Directly under

In total, ca.35 institutions: bodies( ), e.0., State Council

Politburo (24) +
Standing Committed7)

! 1
! I
| |
A Central Financial Commission e i NDRC, PBOC, MCA, MOFCOM, MEE :
Central organs of th&€CP A Central Science and Technology Commissioi i ' 7 ministry-level organizations{ !
: * A Central Financial and Economic Affairs Commission | J—NFRA SAMR !
A Social Work Departmen A [Central Cynersnace Asias Comuisdon e e |
ﬁ Political/l. egal Commission G/ ZZNRAYEGAZY A yiiand MAG YWpekd eading Grifuggular office set up after the 2023 NPE) : ministry-leve %(ss )eg.
General office encompass different types | A Central Foreign Affairs Commission | istrelevel ol a o
A |P_ro_paganda Departmeipt such as Leading Small Groups & somprehen Deepening Reforms Commission . 1 ministry-level special agency ):
A Liaison Department e e e A © m ' SASAC !
A [United FronDepartmeni] Is to provide strategic policy T T — CTTAAVALANRATEQ (201t RILI NU VSV
A Organization Department dlr(;itig:z;rtl: Sggggﬁgg; 2 n ( ( managed by ministries ( ) or comanaged with local
governments ( )
Other organizations under CC é Central Education Work Leadmg Group 22 provinces 5autonomous regionsind 4direct-
A [Conpal Py S - ientral Rule of Law Commission administered municipality
AtdofAOFGA2ya 6S®3d t S2LX SQ4 51 Afeéu (- 17 subministry-levelinstitutions under
A X /1t Qa cavedAdspedfic industries/areas ministry-level agencieg ) €.g.National

o . Energy Administration under NDRC
Institutions Supervised by CC

A Central Financial Work Commlss*;_q Central HK Work CommISSI¢n

A ACFTU A ACFIC A X A [Central MAC Work Commissi¢n 2 ST Ve e g NEE
A CAST A ACJA A Institutional Work Commission 1 subministry-levelinstitution: China
| Meteorological Administration
Coordination Bodies(e.g., LSG Poverty Reduction
N - | _ s y
[KAYS&S 1S2LXSQA t20AI0PROC /2y d § 1) iheih dendYichuey, Gahrisan | o il Sziene Fogples Preslibieie

E LegendNewly set up after the 2023 NP* | Serve both as Party organ and state organ |




| KAV Q& S O2 @ ReyconstiduBoaalindnifis as conceptual bagjsvith FIES treated separately

Constitution as amended on ®March 2018

ENGLISH.GOV.CN

THE STATE COUNCIL
&=4 THE PEOPLE'S REPUBLIC OF CHINA

HOME STATE COUNCIL PREMIER NEWS POLICIE

LAWS & REGULATIONS

Constitution of the People's
Republic of China

Updated: Nov 20,2019 16:25 PM  npe.gov.cn

Constitution of the People's Republic of China

(Adopted at the Fifth Session of the Fifth National People’s Congress and
promulgated by the Announcement of the National People’s Congress on December
4, 1082; amended in accordance with the Amendment to the Constitution of the
People’s Republic of China adopted at the First Session of the Seventh National
People’s Congress on April 12, 1088, the Amendment to the Constitution of the
People’s Republic of China adopted at the First Session of the Eighth National
People’s Congress on March 29, 1993, the Amendment to the Constitution of the
People’s Republic of China adopted at the Second Session of the Ninth National
People’s Congress on March 15, 1999, the Amendment to the Constitution of the
People’s Republic of China adopted at the Second Session of the Tenth National
People’s Congress on March 14, 2004, and the Amendment to the Constitution of the
People’s Republic of China adopted at the First Session of the Thirteenth National

Article 7Thestate sectorof the economy, that is, the sector of the socialist economy
under ownership by the whole people, shall be teading forcan the economy. The state
shall ensure the consolidation and development of the state sector of the economy.

Article 11Non-public economic sectorthat are within the scope prescribed by law, such
as individually owned and private businesses, argrgortant componeniof the socialist
market economy.

The state shalbrotect the lawful rights and interests of ngublic economic sectors such
as individually owned and private businesses. $tete shall encourage, support and
guidethe development of nospublic economic sectors and exercise oversight and
regulation over norpublic economic sectors in accordance with law.

Article 18¢ KS t S2 LJX S Qa pedidiz@ifinieQerp2isEsand Kttheydconomic

organizations or individuals favestin China and to enter into various forms of economic

coopgration With’Chinese enterprises or otherAeconomic organizations in gccordgnce with
0KS LINPGAAAZYEA 2F OUKS fl¢ga 2F GKS t S2 L

All foreign enterprises, other foreign economic organizations as well as CHoregm

22AY0 OSYyldaNBa 6AUGKAY [ KAYSaS GSNNRAG2NR

| KAYlF® ¢KSANI fl ¢gFdzZ NAIKGA FYR AyiSNBa
of China.

i’]

12

¢

~

AY¢



[ KA Yiwrl@conomyboasts~80% privatecompanies but SOEgenerate~1/4 of GDP

Most companies today are X odzi adl S RANBOGfe O2y GNPt a q I
LINA O 8t & 26y SRX1/4of GDP Company types and examples
Centrallycontrolled SOEs
Registereccompanieg2019) Contribution to GDP (2017) A 97 nationallevel SOEs, administered by SASAC @ oee) 1
A Natural monopolies and industries of strategic g tge N
97 Central SOEE= 1,3%= +— 100% <+— 100% significance (e.g. networks, heavy industry, 3
: : ot - @ BB ¥ 8 ety
~240kSubnational SOES| 16 004 | petrochemical, aviation, grain supply, telco, o e nl e ore
25mMOES| soe&] 23,1% D  miltary, financial system) T
Subnational level SOEs
A h@SNI wvnnQnnn O2YLI yAS* “=. =< @S dz

substantial SOE reform but remain important fo G Gree TEDA
iKS 20t YR ylLiAazylf S§02y2yeés 27

___industries
Mixed-ownership enterprises (MOES) PING AN HIKVISION
POEs | 60,0% A Around 2.5m MOEs, with private ownership o,x,o SM}
Jol=4 81,4% stakes in SOEs to boost market orientation and ShnS

increase efficiency

Privately-owned enterprises (POES) =~ e Haier =@
A Rapid increase in privateywned mediumsized, ~JDE Aaie

small and micro companies to 15.27m by late @ 62/ moblke
Alibaba

FIEs | 9,7% 2018 (+167% compared to 2013)
Smabiscale farmers | /P Foreign invested enterprises (FIES) o0 ~N
2019 2017 A HHHQnnn F2NBAIAY Ay@Sa w",ﬁ'@'f\‘é
Source: World Bank, 4tHational Economic Census by National Bureau of Statistics in 2019, gov.cn under the Foreign Investment Law (F”‘) ‘ " F\)gl
chindier

Volkswagen

[E 99.8% of businesses are SMEs (1.3% medium, 13.2% small, 85.4% micro), providing 80%@feroment jobs 13
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Key factors influencing 14C | t

RN} FOAyYy 3

Key contextual factors in 2020

I3

Geopolitics
* «US containment and suppression as a big
threat»

State of China’s development
* 1stcentennial goal
* Development challenges

19th Party Congress
* “Change of principal contradiction in society”

NGH-QUALITY, DEVELOPMENT

shlE g .

*  “New era” (= state/issue)
High-Quality-Development (= solution)

ik

Governance
I * “Centralized and unified leadership” (£ % —S
- » Abolition of constitutional term limit (2018)

THE GOVERNANCE OF CHINA

FTNRY |/ 20AR

From Xi’s speech in the 7t
meeting of the CCP Commission
on Economy & Finance on 10t
April 2020

Doubling down

* “Super-sized market”

* “Complete industrial system” (2 &M= WA R)

*  “Trump card” tech/industry (as deterrence to de-coupling)
Security needs

* Data, energy, food, supply chains, military capabilities
‘Self-reliance’

* Addressing “bottleneck technologies”

* “Secure industrial and supply chains”

«  “Self-circulation” (BF{&IR), in extreme cases

15



/| KA Y Il QA& -YemrPiafis s8eén @<Sof historic importanead $trategic shifQ 6 & / / t

24>
é "% 2;4& G ¢ KS O2[NBh FigeJear[plérSs to realize thbiggest strategic

Party School of the Central Committes of CP.C

shift since the Third Plenary Session of the 11th Central Comniittee |
1978] and the establishment of a market economy systgnj

Now Chinaclearly wants to promote the transformation of the economy
from highspeed growth to higlguality development in accordance with
the new development concept

At the same time, the entire economic layout is a new development
pattern with internal circulation as the main body and internal and

external circulation reinforcing each other.. This pattern is formulated
based on the major changes unseen in a century and the needs of the
ANBIF G NB2dz@Syl GA2y 2F GKS / KAySas

L1Junru G ( ) 1

Former VicePresident of the Central Party School, in -] ) /& /
aninterviewwith KAyl bSga { SNBAOSQa &/ KAYyl F20O0dz

FLOS (2 FI OSé£)om26 October 2020

E Sourcehttp://m.cnwest.com/tianxia/a/2020/10/25/19215890.html 16
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14" Five-YearPlan deviating from prior trajectories; shaped by geopolitics, pandemic and tentennial goal

Modernization Frat FARFRFLS. . +
. . Socialist market
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HoR ERMFEIEN SHEEEMFAD 1 =22 A&nLARRI ’
FOE BEE RS 1 E=twy ResHgair> Y}
AP BALORRHERA 1 Fobad #5085 a0LR N »
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R R T Industrial . ek w7t L )
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FAE XAXkoABNES 20 B—tAt LEEMRETHE” 63
FAE RN A 23 PotARE LBRESHTRN R, e 66
FHE RARFLEESR Dual AR HHERSHFSR EEE Spatial planning
Pt REAAALE ETR 5 Circulation Fo b ¥ RIRGEEmFLy and regional  ’
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14t FYP Dual Circulation atthe core of 1MC | t Q& W& i QNdithist Strat€yic ackicy Fillars

Chinese policy view: Dual Circulation

Ultimate Build China into anodernisedsocialist country andealiserejuvenation of Chinese nation
goal
______________________________________________________________________________________________________________________________________
HOW to H H & A& A A 7 P s < A ’ A
Pursue HighQuality-5 SUSt 2LIYSYy U gAUK UKS aySg
reach the grQuality y y
goal
e ——— «DualCirculation» ---c-cceomooooooo - :
S T I
: Domestic economic cycle plays a leading role . International economic :
! . cycle as extensions & I
|| | supplement :
Howto || o (3 ) O i (6 ) I
ursue |1 i
o h I S : Build modernised :
Hig ! comprehensive industrial system :
Quality- ; domestic demand y Coordinat Pursue high || 1
Developm | ; ! oordinate level opening- || |
- I development and up .
Iiectoord'nate egional e security !
: and Iurbar:rugrlal t dzNB dzS  a g :
I LINE & LIS N\ I
I development "
I ]
1 :
I 1
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Deepdive chosen due to hi

Political economy view [ KA Y | @¥Y K AJAZKE fzAziif A § & RSOSE 2LIYSYyaQ OF

Key structural transitions

Economic transition and
industrial upgrading

Market-oriented reforms and
market governance

452YSaitA0 RSYI

Social rebalancing

Deepdive

Economic security /
GRMA A1 AY TS

Key policy goals Key issues Key policies
A Transition to innovatiorbased economy A Service sector contribution to GDP low A Made-in-China 2025
A Climb industrial value chain A Manufacturing struggling at midnd A Opinions on Higlyuality Development
A Digitalization and decarbonization products, low industrial valuadded of Service Industry 2019
. AiarFyP2021Ch.g 10
A Institutional transition, factor A Low TFP ) A Building MarketOriented System for
A SOC|aI|st market governance incl. anti Monopolies and overcapacity R 14 EYP 2021 Ch. 2.

Y2y2LRtas k wazOArl fAGONISRAANIRENT @ SELI yaAzy 2F OFLIARGLKT ¢

A Integration into global flow of goods, A Comparatively weak trade of service A 14t FYP 2021 Ch. 40

services, capital, talent and ideas A Comparatively low outbound FDI stock A Opinion on Increasing Efforts to Attract
A Continued openingip A Geopolitics and decoupling policies Foreign Investment 2023
A Consumptiorboosting policies A Low consumption share to GDP A 14th FYP 2021 Ch.12. _
ArRebalgnging af supli¢ investments A Demographic shift to aging population A Strategic Plan for Fully Expanding
A Business environment policy A Imperfect social security system Domestic Demand 2022
A Equality and poverty reduction A Inequality: top 1% holds 30% of wealth A 14" FYP 2021 Ch. Z2.
A Social fairness and protection A Vulnerability of social groups.g.youth)

A Balanced regional development

Aal 22NRAY I S RS@St 2 LAViMpgrtidegenténcies Snd geitkiied ¢ A 140 FYP 2021 Ch. 42, 5253
supply chain risks
Al KAyl Qa ¢Sl 1SN 3S2S02y2YAO0 L} gSNJI

Longerterm transitions Tradeoff / rebalancing processes

China moved from linear economic development model of reform awgkening upunder Deng todealing with strategic tradeoffs 19
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Download
report here
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Security policy development and security dialectically linkeglheightened risk perception affecting both

Development( ) ' q”grgngz‘;?\lr . Security( )

_ A Single security concepts

iAa. F aA 0 LIRS PQ, Defid ¢

AG{ OASYGATFAO hdzﬂf(zoazl,Huziy Myﬂéi/&m 2f Aa0A0 OASH (RFPOYI u)\

Ad | A5 SOST 2 LROE e ! o ARG/ 22NRAYFGS RSOSQENPISy
5 é({SOdZNJ\l”J‘é‘: |

L Qrerequisiteof L
RSOSt 2LIYSy (¢

e 2



Based on extensive research on public informatio

A Supply ecosystem
pilots (cf. example)

A Wi ARRSy Of
(cf. example)

A Storage capacity

Riskmanagement SuppIY chgin
approach security via
W2y aK2z2 N
Incentivized
Im n ( ] ]
Euro ggﬁtzlj)sinesc f20Ft AT LG
P ] supply chain

mobilizing resources
IR AN, éFj e@A RS
special R&D projects
or R&D valuehain
coordination

Accelerated

indigenous
y 3 Qatchingup

Substitution of
A 2 yforelyit tecB hy9 a
Chinese tech

chain cooperation,
Q %.g. via the BRI
A SOHed FDI for e.g.
critical minerals
A Tradepolicy
Import
diversification
and going out
Diversification

Q need by Chinese
customers

A Mature: new energy,
HSR, communication
electrical equipment

A Emergingguantum,
Al and gene tech

Retain/create foreign
dependencies
on China

Potential
dependency on
select Chinese tech

A Regulating data and
esp. crosshorder
data transfer

A Restricting FIES in
some sensitive areas

Higher compliance
cost in using
sensitive tech

AWREIY Se YSIFadaNB GerlSa 20aSNWUSR | a LI NJ
. Key/core tech - L ctqral :
Selreliance y Securing external| | W ¢ NHzY LI |0 8B Retaliatory
( : ) breakthroughs supply governance capacity
«( 7 ) (bio/cyber)

|4 oa s Weaponisation Inability to
a Nj\dg I?n%%rﬁcies /bort<tlén)e/cli<sQ o C()jé'( IgnnF:joer;cies tecryvc(;ifl;gling o a-b -USGOf retaliate and
p p (defensively) sensitive tech deter
e . Resources Tech L
Cr|t|cianl |E?SUStr|al Tech (energy, food, (mature vs. emerging Tech Foreign influence and
P critical minerals) strategic tech) pressure
A wbSg aeailSA Infethatibnal supply

Export Control Law
Anti-Foreign Sanctions
Law

Foreign Relations Law
Anti-Espionage Law

Legal deterrence
toolbox

Higher exposure to
geopolitical risks
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Y{BBTAIIVOYQ /XRIYYLAaS 0dzAf RAYy3 aK2NUSNI adzLJLJX e OKI

MIIT buildingWa dzlOIKfF 8y SO2a@aGSYQ AY MH A Y R dzidacdpolichy im@eménatoa: Nantong

Bttt R SRR AT EN BB AR

P 9151836 HE:

AR L R B SR RER, SR DI IER T ES R, BAEENTRIPHENT. IREREFL
P ARSI RS R R RN TR AR WTFLR, ATEEA2022F 08 168 -9F220 . AEFE,
FTATHPSEERLAPERAERE TLAERE (FlEwSENa) -
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il
=
B
T&
&iE |
Ei3g]
&8
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T
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EEY
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©
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[ Adad 2F MH LAt 20 OA&HaBa o0 dzAf y 3 4 Ay Raatorg Ndverrtmend mizitbdfs Shipaking and marine

ecosystem ( VETXT alLLex {SLI HEHH engineering as industrial pillar of Nantong
A Explicit policy goal @nhancing supplchain stability A Specialized government working grougetup, coordinating
A Each pilot city building governmentled collaborative network collaboration among enterprises along smaking supply chain
A Goalis to concentrate suppliers and finished good manufacturers A Coordinated by government, key firms like CM Industry (SOE)

and Kawasaki Heavy Industry (FIE in JV), together with hundreds
of suppliers, form aupply-chain allianceor shipmaking and
marine equipment manufacturing

within a shorter geographical distance

E Sourcea LL ¢35 t S210 S04 5FAf&s blyd2yd bSsa wStSHasds blyid2yd D2@SNYYSY 23
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Backup

W{ S8BT A v O S GuarhEhbuMulficBality as one of 12 pilot cities to build shorter supply chains

Ifoljcy implemgn}ationnheasure typec’x adzLJLX e
§023830G8Y LBIEC{202INE INF Yé

I N EE U

The People's Government of Guangzhou Municipality

> BB > #1303 > W DI AE 2L R

EEER TN E S M O N Sk R B B R T

O NT e BATET A 2022-10-31
S5 T TS BAL)R
R AR R B AT, TSR 12 T i .
AV ANE BARE A, TR/ EE N R SR R AN S, BRI S oL GErEE . Msm It e MRS T M B A . wl S i sEm T L

BlEE, ERER. Foitd. EWMAEMNBEHOOR, e OR RN FE R S RIEAUH L, Bl kdlk, REMl, S%bke. Bk, B=4
FaE EMIAEhEES). TEIEmERERER. B aANERE R BRSNS — R R R — R R TR

IEH S, Tl A AR 2 A I A A [ 2

oFirst batch nationwide! Guangzhou has been selected as a pilot
city for the construction of a national industrial and supply chain
ecosystera

O Heketpfary measures

oForming an ecological development patterrcofiaborative and
symbiotic cooperatioramong leading enterprises, supporting
enterprises, higher education institutions, research institutes,
third-party platforms, financial institutions, &tc

1 1 j| 1
1 1

dDeeply implement a dual chain "chain leader system" tvth

local officialsas the "chain leaders” and 11&@ading X

SYGSNIINARaSa a¢ KS bHbOKIAY €S
14 118

24



oh o . R Backup
W{BEBET Al YyOYQ / KB Iy didasystea &ims to fill critical supply chain gaps

In the pyramidal system, SME certificates last three years

Manufacturing championsg ) 3
A Experience andgnarket position:bmn & S| N&E W
experience in manufacturing sector, market
share of singlgproduct among top 3 globally
A Economic performanceavg. annual revenue
400 M RMB

Specialized SMHEs )
A Experience and market positiors2
years engagement in a niche market
A Economic performancencome >10 M
RMB, or if <10 M RMB, new equity >20 M
RMB in past 2 years

A Innovation: highlevel R&D institution and A Innovation: R&D investment >1 M RMB
core IPR 9 A Relevant score in certain evaluation

A Preference is given to previous holders of indicators: e.g. relevant sector, R&D
G AGGES DAlFYyGag OSNIAT %()I- ¥ intensity, possess IPR

Little giants( ) 4 v 4 Innovative SME$ )

A Experience and market positiorBME status

A Reach relevant score in evaluation

A

(<1000 employees/annual revenue <400 M
RMB), >3/rsexperience in a specific market,
products are in key manufacturing industrtes
Economic performanceeadingproducts

b))
Me target

>10% domestic market share, 5% growth last 2
years; asset liability ratio <70%
Innovation: high R&D intensity, possess IPR

indicators: 1) Number of IPRsf leading

product (1 or more Class IP IPR»2%0
ratio of R&D expensestf. total revenue
3) > 15% growth rateof main business
income 4)<15% asseliability ratio 5)

t NP RdzOG o6Sft2y3a (2
e.g.IT, highend equipment
manufacturing, NEVs

Key industries include, among the others, R&D information systems, core manufacturing components, key software,

= Gal ydzFl OGdzNAY 3 / KFYLIA2Y A& G[AGGES DAFyGaE FyR a{ LSO NEEE
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Sectorviewt [/ KAY Il Qa AYRdzZauUNRAI{t | YOAUAZ2ZY a JhvedYeafPlamsh 2 Y |

Scope of China’s risk management from industrial FYPs

|
H ! - - - - - -
China’s Strengthen industrial competitiveness 1 Cybersecurity governance Hold commanding heights I
development 1' ] , = — I
o |
ambition . | = IE:] ,ﬁx I
! |
I 1 Medical
I: : NEV Bio-economy equipment Ocean economy |
Global I: ! (?"l |
et : ® A X 7
d ! . Cold chain Maritime I
|: : DT EEEMELT logistics system Pharma I
— 1 I
+0p, ) ] A
o ] [ > | &
o= 2 | oo == . oy W
Construction 'ransportation : Modern : = . . Renewable |
hub | logistics Civil aviation | Robotics Raw materials Trade of service energ I
'] |
——————————————————————————————————————————— b---------mmme - - g 0 A A
" ll Cultivate emerging industries indigenously [
I |
Enhancing global I: ! |
market share o6 heﬁ ! __ ! |
I I: ! @@@ |
- Public health ' = | , 1
iiming tech I E-commerce | Agriculture tech
1
___________________________________________ 1 S | 1
1 | I
| |
Acd A ! | GO |
2 7 => & I | (il
O => E | | g &) [
Green . Circular . Civilian explosive I: : Tele- . Software & IT |
Promotin LopsEutaty econom Fishery materials | 1 communication Big data :
g Y | service
1 |
domestic I [ !
e o h I & o) I
development @@ % ! @ @ﬁ—é._ . &
J | I
. 1 |
F|nanlce . Green . General I . Agricultural I o Smart e
standardization manufacturing Ophthalmology Nation Elderly care : Postal service machinery : Pesticide manufacturing Petro-chemicals |
Low risk management efforts Medium risk management efforts High risk management efforts China’s risk

management efforts



Cf.EUCGC a D NJBRISRINGIK Ady | A

G 5-BA & T all fade blocs adopt securitdriven policies, China with strongest focus on supply chain securii

*
*
*

.

A Strategic autonomy

Aa[ SIR GKS NBT2NY 27 A&k dmpeting 2u0aNid sifapsStise
Key IR concept(s) AVOSNYFGA2YFE 2NRSNE
A Democracies against autocracies
igﬁ@c Aal/ 22NRAYIGS RSOSt 2 LIy & Wationkl yeBuritst /SadioablBed ity strategy A G 58K a1 Ay 3¢ k SO2y 2 YAC
Industrial A Build a modern industrial system A Maintain strong industrial base A Maintain strong and sovereign industrial base
competitiveness| Al 2f R aO02YYl yRAYy 3 KS§A A Kantiof of sirdtedic setorsa 0

A Indigenous innovation
Ah@SND2YS aGo2iGi0f Sy S
A Leadership in emerging tech

Supply chain
security

A{ONBYIGKEYAIGECE &
A9y adiNB®AWNDEA FUA2Y €
A One alternative source for important good

Geoeconomic
structures and
influence

A Thirdmarket connectivity / access (via BR
A AsiaPacific economic integration (RCEP)

D1

Ay SEGNBYS O as

A Foundationall SOKy 2t 23AS4&
UPREE22EIASREI R | &

A Competitive edgein strategictechnologies

A Resilient supply chains

A5SyeAy3a [/ KAyl -OR3DX A

A USD dominance
A Indo-Pacific (e.g. IPEF)

h A WaiAtginlahdAiggbw tiechinological edge

) A & ¢S GiRdys®ial base with likér A Y RS |

LJR Beaditiie fiwdhéransitions

A Resilient supply chains
A Address critical dependencies

RAGal S dAS 2F 2dNJ Y &
I YdzOK Y2NXB adNJF GdS3A




Add-on: 20" Party Congress with policy continuity] S& OKIl y3S&8 a4U0NBYy II-KE¥S NK)

6 key changes of political report vs. 14th FYP identified

«Chinesestyle modernization»

«Whole process democracy»
( )

Party-buildingcre-A y 2 S OG0 Ay 3 & LJdzN.
( ) )

| dzf G dzNJ £ O2 Yy WBRIF FDSIEy
( )

PAAY3 aF2NDSe Fa I ad
(

Xi presents the political report on".®ct. 2022

«Thepresentworld isundergoingchanges

unseenin acentury» Economic realism

E 28



Backup

DeepdiveY W/ KAYySaS adeéeftsS Y2RSANYYSS 1285 NOKAYy I (KS?2

bSé GOSYUGNIf GXaAazEXKAOAILIE 1Se StSyYSyida 2F (KS [/ KAy S&dmédt § K G2

A ¢Socialist modernizatioa  dzy’ R Seldership $f thie A L : : :
' ialist i This is key innovatiormomin
«From this day ol el Communist Party of Chiréa y Inn¢ 9
forward. thecentral = = @ out of the Political Report
task of the Communist Largepopulation as A «gnslaagﬂlﬁlssldgﬂt;ﬁilg]aned()c?empleXIw with a A This theorycombines various
Party of China will be condition A E P oS uni ' meth dp tp develooment disjointed policy priorities
to lead the Chinese equires unigue methods fo development under a new overarching policy
people of all ethnic Common prosperity A Achieve «social fairness and justipepsperity to alb «program» (e.g. common
groups in a concerted A «Prevent polarizatiom prosperity, highquality
effort to realize the A «Material want is not socialism nor is cultural development)
Second Centenary Goal Material and impoverishmens A Indicates thatChina will
of building China into cultural-ethical A «Developadvancedsocialistculture, foster strong continue on its distinctly own
a great modern advancement idealsand convictions carryingforward/ K A gultuisd path to modernization
socialist countryin all her|tage> ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, A China sees its approach as
respects and to Harmony between A Commitment tosustainable developmentresource applicable to thirdcountries
advance the humanity and nature conservation, environmental protection that are seeking alternatives to
rejuvenation of the A ””””””””””””””””””””””””””””””””””””””””””””””””””””””””””””” Western development models
. : China will nottread old path of war, colonization and oA e . i} L
Chinese nation on all Peaceful ‘ P n A LYiSyRa G2 sofef aid

fronts through a development

Chinese path to
modernizatior»

Source: Politicakeport to the 20th NationalCongressOctober16, 2022

I3

plundertakenby somecountries»
A «Peacegdevelopment cooperation andwin-win»

Aa/ KAy Sas v affars Nifdnity la el 2hgice

F2N) F OKAS@AY3I Y2RSNY AT I GA2yé¢ circumstances and premises

power esp. via better explaining
RS@S

K2g | KAYIl Qa
relates to its specific

With this new theory, theparty formalizes its (conceptuaBmancipation from Western developmental models and concepts

29



Agenda

China after the 2& Party Congresg economy, politics and reforms Hp Q

A G¢CKANR tfSydzYé oWdzZ @ HnHnO FYR 1Sé& SO2y2YAO NB
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Key events of R |

f

I & ( Ay X follewed hyNiess tonf&ghde¥aridl Politburo meeting

Xi Jinping, followed by IQiang
ZhaoLeji, Wang Huning, etc.
entered theOpening Ceremony

P 1 = flﬁ'*lﬂﬁ.‘.&£ﬁﬁ\d
N VAN i

\‘t“ ’yyw

QLI T B

P

199CC membersl65CC alternate
members, andaround 140other
party members attended the Plenun

\v rid

Xi Jinping made a speech éri K
SELIX I y(l o2 tyeédraft of
¢the resolutioré 0 )

Attendees weralivided into 10
groupsi 2 RA & Odzaa ai
give their opinions and suggestions

liGSyRSSa
passedi KS TFAY I f
NB & 2 f dzil A& yaisingdhands

2 FiorsatiyK
D S

A

=z

NdRe tdatc&py deyQ DI vy 3 QA&
B doriyh toedpel @ BLK §enerals Li
Shangfu LiYuchag SunJinming

E Note: CC: Central Committee

= SRR Wy
1 e — ST
lﬂ— — |

|

: €TV 113

I LA hHDRBEFBFAINY

: AR SRS F BN T IIE

X HY (BBEAELABERASTIE)

I PHPRBBIEDHELER R

: SWUH, SEUR, EUDEFATHHLH
I BWPRBPEHFST, SHXSHHARML. RIRME
: B, REREFR, NBENFELE, FRHRKEHK
|

|

|

|

|

|

NBrasi Goyfferende dfyGDstQ ¢ K )\' I\LR Politburo meeting on July 8Qo
t £ Sy dzY Q "2y six\Witzistér | M ¢ plan 29 half year 2024 economic

level policy makers |

| activiiess 3dzA RSR o6 &

1

1

1

1

1

I

1

1

1

1

1

I

1

i, SRETRAELRE, RPH#, EREOARABK

1

1

I

1

1

1

1

1

I

1

1

I 1
1
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Formal analysist ¢ KA NR t f SydzYQ R2dzof Sa&a dzaS 2F WYSOKIFYyAAY

Chinese reforms address three governance levels Keyword frequency analysis of key Chinese governance terms
Fundamental system /rule () @ 18" CC Third Plenum vs.®2CC Third Plenum
V )
- A Broadest governance term used in Chinese policymaking, '
o focusing on abstract rules, principles and systems .l
g E.g.Socialist System ( ) 242
(@)
g Organization / functional framework () @
z o . 183 187
3 A Refers to organizations or functional frameworks that operate A
S GAOKAYKdzy RSN | WFdzy RIF YSY (I f ead Hzft SQ
§" E.g.Socialist Market Economy Systé¢m )
i®)]
i< ; 115
= Mechanism / pr r @ g
: echanism / procedure () 8
3 A Most granular governance level, focusing on functioning and 81
effectiveness of organizations / functional frameworks
E.g.Data Cros$border Flow Mechanism ( )
A Governanceonceptof Wysten) 6 ) usedinconsistently
sometimesnarrowlyandfunctionally(e.g,
POE Credit Evaluation Sysjemmdsometimesmore abstractlyasa set Fundamental system Organization / framework  Mechanism / procedure
of mechanismg procedurege.g., , National
Governance System
A Thus thisgovernanceconceptis not consideredn this analysis [] 18th CC Third Plenurfi ] 20th CC Third Plenum

WDt A O @stirhatizo ta bel>30 (Y




Policyanalysi¥y O2 YLJ NBR

We¢KANR tf SydzyQ

G2 bt/ HAHNX on SYUANBteée ySg W

F RRNBaasSa 1Sé& NBT2N)Y tlabdnpareditd NPR 20265t SOU S

.
Socialist market

economy

Innovation policy

A Improve equal treatment between stat@wned and private economy, esp. regarding access to factors of
production, market access and legal protection

A Defined more SOE responsibilities in innovation, industrial upgrading and national security

A Expanding innovative talent supply, e.g. via promoting international knowledge exchange
A Effective policy coordinatiog vertically between central and local governments

(%)

£ A Ensuring financing of innovation, e.g. via foreign VC/PEs

o ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

S _ _ A Refined industrial upgrading blueprint: upgratiaditional industries (via standards), cultivate strategic emerging

= Industrial policy industries (via policy system), and build early leading position in future industries (via fundraising mechanisn

c MmeS 20000000000

0 Macro-economic A Systemic_policy design gnd effective policy coor_dinad;i_hmrizontally among ministries

governance A Improve financial capability and granting more financial autonomy for local governments
A Proactive alignment ( ) with global economic standards
Openingup A Unilateral openineup to least developed economies
Aa{2daiGSYAO GNIRS LRtAOE YI {1AyHE O
‘é Urban-rural development A Further equal treatment to rural immigrants, esp. for access to public service based etetongesidency
_c'és "'8 and social security A Measures to restore population growth, e.g. bigiving subsidy and public childcare service
B ool
o § _ A More effective governance on aftiedia channels and (esp. online) public opinion
= Media governance
(&)

'.?U) ~ 3 v ~ ~ 4 AT % = A v A - . w .
EE Coordinate development Agya d_zNJ\ y3a |/ K_)\_ _yl Qa tasBppldeNdin resiliecy, teGhatogical Sedirice) yskre8ponding
59 and securit mechanism for trade activities
n 2 y A Special focus on holistically coordinating supply chain of strategic minerals

&l
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Deepdive IY Ay LIJzNEdzZA G 2F / KAYylFQa 3F21fax WEeKANR tf Sy

Third Plenum reform prioritiesacrossthree types of market entities CMG assessment
State-owned enterprises Privately-owned enterprises | Foreigrowned enterprises A The 2024 reform plan symbolically
A - A nla A Easier financing for POEs, A Ensure national treatment gives upthe longlastinga Yk Ay | 0 2
ccess to factors e.g. lower borrowing cost for FIEs regarding access to L2 a A QA 2Y € of the public

of production factors of production economy, which is a polltlcal_ signal
........................................................................................................................................................................................ that China wants téurther raise the

A Promote marketoriented A Remove market access A Shorten FDI negative list position of the private sectomand
reforms in competitive barriers for POEs to e.g. A Remove FDI restrictions in increase reliance of GDP growth or
Market access segments of sectors, e.g. in infrastructure construction manufacturing sector private economy
energy, railway, telecom and other types of large A Gradually open market of A Equal treatment of all types of
and public utilities public projects FAYFLYyOSzZ usStO market entitiesstressed broadly
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- regarding access to factors of
A n/a A Private Economy A Build a markebriented, production, fair competition, and
Promotion Law rule-based, international legal protection; more measures to
Legal protection A Supervisioron fee over business environment improve overall business
charging and overdue/late A Ensure legal rights and environment can be expected

payments to POEs (by SOEs) interests of FIEs in China A By making equal treatment, China

A More effective evaluation of A POE credit evaluation A nla Wa”lt(S totake adva(tjntage of different
SOE performance incl. how A Guide POEs to improve TN GESER STEeE

COUETEIIEE SOEs contribute to national  selfgovernance, enhance synergiesamong the_m;SOEg, POlE
strategic goals compliance and risk control an_d_ el al o neieai @
________________________________________________________________________________________________________________________________________________________________________________________ unified framework to support
A Direct stateowned capital A Allow POEs to lead major A Support FIE in cooperation FKAYEQa 205N NOKAY
to sectors of public interest,  national S&T projects along the supply chain Interests, most importantly in areas
Function e.g. security and public A Open public research of technological breakthroughs,
service, plus totgategic resources and facilities to |ndu.str|al.gpgrad|ng ) Safely
emerging industries POEs Red = new measure el resllicnes

Turn to pragmatism: China seeks masgnergies among different market entities to better serve its strategic goals, esp. innovatio 34



20132024 progress analysis, cf. backup

Calibration 2024 presents the broadest reform package to date, dealing with all six structural transitions

Structural transitions

16th CC Third Plenum (2003) 18" CC Third Plenum (2013)

20N CC Third Plenum (2024)

Economic transition and
industrial upgrading

A Enterprisecentered innovation system | A Innovation incentives, IP protection

A Talent pool

A Gov support to S&T development

A POE market access, property rights AP
A SOE reform, open monopolistic sectogs| A {
A Unified market, market of factors A a
A Economic legal framework

Market-oriented reforms and
market governance

A Institutional framework for openingip A Relaxing FDI restrictions
A Introduction of foreign tech and talents | A Freetrade zones
A Outbound investment support A Expanding idand openingup

— Core:market- andinstitutional reforms

A Fair and inclusive income distribution | A Transfer payment

roperty rights
ho NBF2NY SaLld a4y
a2zRSNY YINJ SO aep

A Urbanrural integration
A Wellstructured income distribution

Initial comprehensive reform

20

A New-quality productive forces

A SSSR, climb industrial value chain
A Digitalization and decarbonization
A Growth of service sector

A _Highlevel socialist market economy: O

A Enfore eqiad plISicng frikatdeconomy,

0 SuMiffed market, factor liberalization,
improved governance, aAthonopoly

A Highlevel openingup
A Alignment w/ global economic standardp
A Improve business environment for FIEs
A Engage in global economic governance

A Coordinated regional development O
A New urbanization and rural rejuvenatior
Adal 2YY2y t NRPALISNA G § ¢
A New development model of real estate

A Domestic demand expansion @
A Longterm pro-consumption

A Public investment as lever

A Fertility support system

A Coordinate development and securig
A Technological selkeliance
A Supplychain resilience

ASNISR FT2NJ WR2YSai

Fullscalereform efforts




Agenda

China after the 2 Party Congresg economy, politics and reforms

A PostCovid economic performance

Hp Q
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Bigpicture view. post-Covid economic recovery still in progregsvith solid +5% in H1 2024, but worse Q2

| KAYl Q& ljdzk NIi S

NI & D5t IANRPYUOIK 20SNI 0KS LI ad p &SI N

HaMdpY €£€bS¢g y2N 2020 &2021: Pandemic shock and real estate H N HH Y-/ @ BS 2023/4: PostCovid recovery

vy 2 NY 1)t & Covidl9outbreak A XOF dza Ay 3 | | ASNiBttedCHRid A In 2024 real estate downturnproving to be deeper than expected by
defaults that spilled over
into the real economy,

given the importance of

AabSg

20% - Aabse y2nNyf A Traredines
T20dA4 FNRUHE

since 13 FYP: shrinking
trade demand, excess

capacity of lowend

products, etc.

] KAYl Qa

closed all business

and resulted in

negative growth in

2020 Q1

idKS

esp. in Q2 in key many, preventing households from consuming (+3.4% growth in retail
cities like Shanghai sales Jaiug 2024, with a decelerating trend)

distorted supply A Investmentsg long a strong drivec only growing at +3.4% Jakug

& SO0U 2 NJ T 2hding dhdihyirt Q& 2024, dragged down most notably by real estafé(2% Jadul)
economy (>25% of GDP)

AR A

investor confidence | 8 | yx R |y AyONBlaiy3dta O2YLX SE §NI
Overall weak 2022, exportshave flourished in H1 2024, especially automotive (+18.9%)

18% A T came into effect in i ' . . . o
1604 quantitative to 2021 Q1 to with low confidence | But, deflationary pressureemains strong, likely necessitating more
07 qualitative growth deleverage and among consumers forceful fiscal countemeasures
14% 4 A GDP growth steadily : 9 (property) and A 4 y i N . nalv difficl H
slowed down {0 ~64% risk real estate businesses a ! NP dzy2R246DPE growth target increasingly difficult to reac
12% 4 > 2016 market (investment)
10% - since E2024  Changed
804 Annual % from
o 6.3%
— ) 0 0 Nomura 4.5%
6% 4.8% 3.0% 4.5%~49% 5-2% 5-“’\4.7%
4% - ' 2.9% 2. JP 4.6%
2% - 0.4%/\/ Gt Citi  4.8% 5.0%
0% N GS 4.9% 5.0%
204 - \ / &% UBS  4.6% 4.9%
-4% ool — YOY Growth % " Barclays 4.8% 5.0%
_ROA -0. 0
6% 1 source: NBS W 2024 China GDP growth
™3 3 3 3 3 8 % % 3 S O3 % 3 OSSP B Y % 3 5§ o Drolectonsbyselctd
$ &2 2 2 § § £ 8 8 8 § §8 § § &8 & g g g g § §  Ietwonsthozmy
o o o o o o (@) (@) o o o o o o o o o (@) o o o o
(qV} N AN AN (qV} AN AN AN (qV] AN (qV} (qV} (qV] AN N (qV} N AN (qV] N N (qV}
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Real estate a dominant force used to take up to 30% of GBD&riving various sectors along its value chain

I:

Construction

Downstream leveraging

After-sales consumption

Real estate development

i

Sales

Upstream

Secondary transaction

aftbhe
»

Resource & material

K

Land acquisition

~5% GDP contribution 5-10% GDP contribution 4-6% GDP contribution 1-3% GDP contribution 1-3% GDP contribution | ~2% GDP contribution

Note: sectoral GDP contribution
; measured by reatstatelinked

Val%ﬂ?ﬁOé?ZOZl

Real estate developers HAHAN ao NBR -finangirtya €

A ~10,000 real estate developers (incl. ~900 SOEs and ~3800 FIES) ~ BAH

EEEEEEEEEEEEEEEEEEEE

A Hrghly Ieveraged with 15tn RMB debt, only 68/224 listed developers on stock market m’eeSda SNI 3A y 3 NB I dzA B YSYyil 2F HAHM
NER tAYyS&4T thoa dzyRSNI Y24(d aSOSNB aAiilda GAzya 6KAETS Y240 {ho9a YSSi GK$ NEB |j dzA NS Y Sy i
A Policy since 2022 financing permitted for property delivery; further relax on financing restrictions since H2 2023 incl. whitelist; :
H ROI lT Financing O)niitgtlrjetion Tl Revenue Gonstruction Tl Revenue iAcquisitionTl Sales
| Households Households Property owners

Commercial banks

A High exposure30%
loans to developers
(land collateral)

A Policy derisk (NPLs),
HAHM

Land
revenue

Local governments

A 42.5% revenue from
selling land in 2021

A Often via LGFVs
(shadow banking)

A Policy derisk debt,
lower dependence on
land sale revenue

Land

O(UKNJSS

Cement, steel, glass

A 100,000+ largesize
suppliers of materials

A Strongly depends on
demand from real estate:

NBIRo cénmlent, 2@ steel
and 60% glass goes to real
estate in 2021

A Policy de-overcapacity in
production

Construction company
A ~8000 largescale
construction companies

A Strongly depends on real |
estate: 63% construction |

activities driven by real
estate in 2020

A Policy boost demand via
public projects e.g. urban

renovation

Revenue Qonstruction

Local governments
A Policy launch urban
renovation projects

A Up to 80% of household
wealth in real estate

A Policy further released
purchase limitin tie2 and-1 |
cities; removed mortgage floon
and largely lowered '
downpayment since 2024

Mortgage

Covid curbs demand

Amortization + interest

Commercial banks

A Mortgage >35% downpayment

A Policy relaxed credit issuance
to both developers and
households; allowed property |
26YySNBQ agAildoOK

A Policy restore confidence |
e.g. secure jobs, increase |

incomes

Sales Tl Revenue

Home appliance

A ~28,000 suppliers in 2021

Furniture

A ~250,000 suppliers in 2021

Decoration

A 100,000+ companies 2021

Policy subsidize household
consumption via.gcoupons,
esp. for home appliance

Asset bubble Price to income ratios in Beijing/Shanghai/Shenzhen >40 vs London 22 vs New York 12 (Rgoff/Yang, 2020

A 50% properties sales
in 2018 not for
26y SNa®Re asSt ¥
A Low rental yield
A Policy cool down
rental market via e.g.
guided pricing

Rent Tl Housing

Tenant
A High living cost due to
soaring rent price

Rent lT Housing

Local governments
A Policy building
affordable housing
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Backup

Policymaking deeglive: evolving from restrictions to gradual relaxations, with a focus on demand stimulus

Key events Policy (signal) change: from restriction to relaxation Outcome: market shrinking at slower pace
2016 A A A . . o o
CEWC 2016 AbSgte NIAASR aK2dzaS Aa FT2Nd& A@Ay3asx y2aM Iwguraula t
2 T I T T T investment and sales (since 2021)
PolitouroJuly AdawSaz2¢t dzi St @ OdzNb G KS KA1SO02F LINBLISNIpp LINROS ¢
meeting Adal AyGrAy YIFN]SGOZENRSNI 6 JA/ - Real estate investment (by valug)
2020 @ - - 60% -
MOHURD PBOC A dThree red lines ( 0¢ LI2fAOEY (2 NBAGNROG GKS Ay yOrydorgsaleeysoldaed) g
announcement developers with heavy debt burdenvalid since Jan 2021 40%
20 L 1
CEWC 2021 Aa.SguS.NJ aluoAate NBIFIHazylrotsS RSYIEYR 2 Ny | o]
the earliest signal to gradually relax property sales and restore the market | |
07 an-22 Juli22 Jan:23 Juli23 Jan:24 Juli24
Aa{dFroAtATS GKS fFyR LINKAOSST LINERLISNI LINK OS™ T T NJ Sy O
NPC 2022 , . .y A [
J U foHowedthree LPR cuts in thgear and relaxed purchase limit o
___________________________________________________________________________________________________________________________________________________________ - 0
PolitburoJuly A a9y adz2NBE (GKS RSIADGSNB ¢ZTT22f RoBOIRE BIS) I A §&—6yR—F+——+twi&
2023 e meeting .. GMmontplan( o 16 ¢ finarie targeted developers for dellveryf. A Sharp slumgin both demand side (sales) and supply _
\PCoops AGWSTASGS 81 RAy3 RSGSt2LISNE FNBY s r\ﬁgg)(, V::I\;na;g;% eZOglde%uu%%BS NE &
e Y RSNI UKS LINBYRAS 2T 20A01Ay3 02 @ C gl e Pty L3S
AaCdzy R YSY (il t-REKAFR REFY & dzRIOVE & ) 2022, after early signal of restoring t.he market
Politburo July A Demandside stimulus e.g. released purchase limd. for nonfirst-time A After a package of measures was given to relax
meeting buyer, lower downpayment ratio purchase limit and to finance developers for property
A Increasingly financing supp$jde (e.g. propertylelivery developer whitelist) delivery, propertyinvestment and sales bounced back
DD @ = in Q4 2022 and Q1 2023
AwSY2@3SR aK2dzaS Aa FT2N t AGAy3Is y2i aLIR0nstménigatyndre stable since 2023, Isales in
NPC 2024 A Strongestever demand stimulue.g. relaxed purchase limit in ti€rand-1 slump again so the strong demand stimulus was
cities, largely lowered downpayment, removed mortgage floor, funding local introduced to bring back buyers

gov to purchase properties, allowing switch to cheaper loans for homeowners A Overall markestill in shrinkage, but in a slower pace

Property market still in shrinkage despite policy efforts made so far, priority lies in reversing the shrinkage into a moderate gro
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Highlevel view

Key bilateral relations geopolitical, economic and security issues driving-OS/EUCN relationsg CH pragmatic

B *: *: *;
= i i +H

G1 { I LILINR I OK campetiiveK A y I gAK/EKAYSE A&X aAaydzZ GF yS2dzaf A Neutkaf RO T RENGWKilFeS 2idldgues |

when it should begollaborativewhen it can be cooperation partnerwith whom the EU has closely A |iberal economicandinternational order, rule of
andadversarialg KSy A G Ydzad 0S¢ aligned objectives, aegotiating partnerwith whom law, basic rights of wiividualsand democracgs
Antony Blinken (March 2021) the EU needs to find a balance of interests, an G{oraa O2NB O f dSa¢

economic competitoin the pursuit of technological A European states and the Eitelf often represent

Sg(i)iltiiglC (r}eéhSpi t{el inte):nZtionl;IFf)rier jnél[ filr?ct:?g];é?nzl; Zt}geu@azﬁ%rsém fm éan Kzayfemzllnzmglgu?ﬁ[ﬂ;n?/%[eque;téve positi_o ns simila_r to those of Switzerland, and
o : " ’ 2 remain itsmost important partner
posture economic, diplomatic, military, and technological L . - -
poweri 2 R2 Al® GX6 908y & t NBAA R SiategioaitogkamChing (aang)” Coordinatioron Chinarelated matters withi £ A 1 S
continues, we will remain focused on thmest serious minded partners on engagemenwith China
long-term challengeto the international order;, and A ButadzNY Ay 3 | 6| &neithétBeviefidiaK A
GKFEdiQa L2aSR o6& G(GKS tS2L)X S0a wSLWzofAO 2F /KAyl og U2 [/ KAYFQa R2YSauAO aAd
Antony Blinken (May 2022) China Strategy 2022024 (March 2021)
A Stabilizationandt YI y I 3SR¢  @oHoWihdS (ARG BS/NI 9! Q& 9 02 y 2etdn@nic{ S OAlAMdasured RRG pidtests adicase of first public
G O y RBider San Francisco meetingitinore tensions on the riseas EU making more use of its China Strategy2021) by Switzerland
US decouplinge.g.Sec. Raimondo, new tariffs (e.g. geoeconomic toolbox (e.g. FSR investigations, A Reactivated diplomacyost-Covid (around 20
100% EVs), new OFDI screenirigtokban etc. tariffs on CN EVs (final vote initially set for 25 Sept)  active dialogues) and amid new dynamism around
A More vocal worries about KA Y S&S & 2 @ SABU Qalinladogtsrevised EC recommendationto  discussions to upgrade of the SiBwissFree
K (J. Yellen, A. Blinken) enhanceresearch security Trade Agreemenfrom 2013
ey e A US deepeningecurity partnershipsn Indo-Pacific A Overcapacityalso by EU considered a serious issueA LiQiangas highest PRC visit (Jan 2024) in 7 years
in bilateral S : ) . .
relations (Japan, Philippines, AA\USUa“fi) o . (e.9. EU statement at'®VTO TPR) that may force A Switzerland no formal focus on economic security
A PRGeeing morgr y S 3| U A Zireldtibnéhip2 NJECountries to resort to trade defense instruments & gyt: public attention to bilateral relations in CH in
suspending talk®n arms control and nuclear nen A EU approactnot punitive per se, targetingon- response to FTA upgrade talkéGOs demanding
proliferation with US level playing field stronger environmental and human rights clauses
A Ahead of US elections, risk of mdritionsin A Active European diplomagye.g. Scholz, Macron, (FTA likely subject to facultative referendum), plus
South China Sea given-B8I mutual defense WangWentaoA Yy t I NAasz - A Q& (2 dARDI scré€enitgn the! making { 0
treaty showing importance of Europe for China
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t NI 2F | Fdzf [/ aD

G ¢ | A g | yCohflictinglafierests and declared ambitions make for a real geostrategic conundrum

O £ @

PRC view US view Taiwan view
A «National reunification» of A Preservepeaceand stability A Taiwanalreadya de facto
Taiwanwith the PRGs«historic until a peacefulsolution canbe sovereigncountry, leaderssee
DEGENE! task» andpartof/ KA Yy I Qa foundthat considers«the their responsibilityin
objective : . : : . : .
«national rejuvenation» wishesand bestinterestsof preservingthis autonomyand
Taiwanese democracy
A «Reunificatior» as only way to A{ dzLILIZ NI ¢ A gl yQa RBesdnte QalitRahutonomy
( Xoil attempts of external sovereignty as a «democractic» A Keepinternational supportfor
forces to contain Chinagandto country OWN «CaUSE»
safeguardsovereignty security, - L
Strategic dg | tg ty A y A Effective USed deterrenceand US & keepUSengaged in this
interests anaaeve c.)pmen n e.res > credibility in the region «iSSUEY
A Break USisland chain strategy>» A Peace and stability in regiaralso
of containing China in view of supply chains and
growth

Against this backdrop, however, no actor has a real interest in changing the status quo at the moment, or at any cost 42
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&l

&=

China us

A Maximized deterrence A Reinforcedoroader
as core paradigm strategicobjectivesin
including assertive the Indo-Pacific
rhetoric

A Military build-up /
modernization (2035)

A Implicit deadline 2049 .
YR Walk NY A yél?zebal_tm necle_|qlt}‘1orl.,J
«Strategicclarity»
Party Congress
A New Politburo

member from Eastern
Theatre Command

A Deepeningzngagement
and «@arming» of Taiwan

A «Pelosiisit»

A Presidentiaklections

A Tactical flexibility on
«carrots» and «sticks»

A Growingsocietal
alienationfrom the

rhetoric (e.g. May
20th inauguratior)

A But «olitical dead
lock»,with power
distributed
betweenexecutive
and legislative

Fal-UONT 2ANIR. - RAGYY T YORSO/AaGA Y 3

O

0
f 3
v

Taiwan

A New national A Broader

security strategy,

A Massive oneoff
defense spending
(USD 53 B)

Taiwan

A USJapan stepping
up defense
partnership

Japan EU

A Deepening
engagement with

G ONR a

recalibration of

«mainland Ol £t £t a [/ KA Y lrelatidhsldithyPQa@
A PresidentLai Ching "greatest strategic («systemic rival»)
i Srapieassertive  challenge”

A «Lithuania case»
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OutlookY FNBY I adlddza l[dz2z2 2F WKSAIKISYSR @2t GAf Al

X to 7 key future scenarios; 4 of which feature sometype of «escalation / 3%

o A Chinaled/ -imposedtriggers
: o Escalatioririggeredby domesticcomplexitiesn China 3%
9 Decisiorto invadeby PR@ncefull military preparednesschieved after 20273%
| e Longerterm negotiatedre-unificationusing. S A 2ekoyidnieand political leverage
4 A «External»triggers

e { KATFTO A ypollcy esh with Republigarelectiondynamicsand outcomein
20240r 2028 3¢

é 6 Growingmomentumin ¢ 2 @heéernationalsolidarityefforts, or «pro-independence
,. electiondynamicsin 2024or 2028 3¥¢

1\ A Perpetuation

@ Longerterm perpetuationof statusquo wherebyTWensurean effectiveand
% credibleUSsupporteddeterrencecapabilitystabilizingregionalsecurity order

\ A Deescalation

@ wSidNy (2 & Chiadeighiddrieitiadtdhilizing Taiwan policy of the US
and/or PR@riendly domestic politics in Taiwan

Dynamics shortly before a potential escalation can fully alter trajectory, e.g. serious threat of invasion 44



WY/ NItraitastabilityOkey factors provide for stability in CrossStrait relationsinto medium term

L _ Net stabilizingeffect
Stabilisingfactors Description Possible countedevelopments (mediumterm)

A Mutual tacit assurances at the recentBiden summit, A A change in the US administratiod 2 dzf R Sy RFy3ISNJ GKAa alj
USdeterrenceand suggestthatthe w/ gAff y20 OKIff SylRY aShWRSIFAGE o008g 25A G KSNJ S| { Sy A )/EI.'? S SNN

assurancestrategy pronged deterrence strategpf threat and assurance, as commitments made vis-vis Taiwan, or by failing to assure
long as the US and TW do not overstep any red lines Beijing effectively
77777777777777777_________»7777777777773;77I5§6§fiilfli76(‘r_r_l_e_lj_cififéaiﬁé7béiritihieﬁri&f\ﬁﬂfaééliiﬁiﬁéiiﬁ 777777 AAIthougheconomlc intedependence will unlikely be a decisive
Economicandtech importanceg CrossStrait trade has dropped by 27%inH1 ¥+ QU 2NJ Ay GKS ljdzSadAazy | o2dzi daa NJ 2NJ
inter-dependency HnHo NBTFESOUGAY3I a2YS RA DS NIEHA iDCrdsStaiytrade il tonetheleds décleds&thal 2 R I &
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1/3 share of TW exports tdBcountries growing _ stabilizing and trustenhancingeffect ofttade
A As long as th®LA still sees its capabilitiess insufficient to A / K A 4" EideYearPlan (20212025)introduces a first
PLA notprepared/ ) - . . : . , - 0
- accomplish an amphibious invasion on Taiwan, any militarytime new and vague centenary goal on PLA moqlernlza,tlon by 5 o
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, threats need to be understood more politically and tacticallyn 1 H T 2 LJt dza LINELJZaSa Aua aolaAlO YZRSNY
Strategicpreference | A . SA2Ay3Qa RSOf I NBR #HY2 5 Q@2 KBSciethlang demggiaphic Zrends Faiwarbvatts deepening O
for non-military NBdzy A TAOI UA2YyE,ifodcomjielleddsusazt |o¥abidieyftity and political preference for Taiwan independence
solution force ¢ this policy remains its strategic preference are narrowing prospects of a reunification scenario

AwdzaaAt Qa FFAE SR I GG Sraseli & PBGixlikely leaming fognithk Bussiacasg andgisger-term
jdzSatAz2ya F2NJ / KA ywhetharay A £ A $PAR3S of Aatigaagnigst poterkiah symilar Western sanctions a
invasion of Taiwan could lead to a similar quagmire e.g. by strengthening relations esp. to developing countries

Conflictingdomestic A Fundamental domestic prioritiegesp. High Quamy | A Econ(_)mlc downt_urmoul_d dr|\_/e Chinese leaders to dlvert_ _
Development and 2035 goals) can be crucially undermined attention by waging an invasion, but research shows China in fact

riorities _ . . . : . ,
P by a Cros$trait contingency and ensuing economic fallout compromises more externally when facing domestic pressure

A Aspartofa/ S aLYyy20FG§ASBS hyS [AKAEyirvey ttedidd in fawash&wyise perceived failure of the
approach Fujian has launched a charm offensive viaa ~ One China Two Systems formula in Hong Kong has damaged @
YyS6 aaz2RSt HBANBEABTIOORFEFTA O the SrédibiliyAaBdypfospect of a similar solution for Taiwan

Unclearoutcome of
Ukraine war

Innovative 1C2S
formula

2023 BidenXi Summit:reportedly mutual assurancanade, a «quasconsensus, to respectoutcome of electionand preservestability



International pressureon Switzerlandincreasing causinga deeperdomesticdebate

INTERVIEW

US Botschafter: «Die Schweiz ist in
der schwersten Krise seit dem
Zweiten Weltkrieg»

INTERVIEW

Roger de Weck: «Die Schweizer Neutralitat
ist eine identitatsstiftende Lebensliige»

Er gehdrt zu den profiliertesten Publizisten im deutschsprachigen
Raum. Im Gesprach mit der NZZ erklart Roger de Weck, warum er die
Neutralitat fiir gefahrlich hilt, einen russischen Atomschlag auf das
Land nicht ausschliesst und was der Verwaltungsrat der «Republik»

alles falsch macht.
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