Belt and Road Initiative
Opportunities and Challenges

CONTENTS

01

Introduction to the Belt and Road Initiative

02

Opportunities of the Belt and Road Initiative

03

Introduction to China’s Panda Bond Market

04

Challenges for Participating in the Belt and Road Initiative

05

Suggestions on Participating in the Belt and Road Initiative

Introduction to
the Belt and Road Initiative

Introduction to the Belt and Road Initiative

On land

At sea

Silk Road Economic Belt

The Initiative will focus on

The Initiative will focus on

jointly building a new

j o i nt l y bu i l d i ng s mo o t h ,

Eurasian Land Bridge and

secure and efficient

developing

China-

transport routes connecting

Mongolia-Russia, China-

major sea ports alongside.

Central Asia-West Asia and

The

China-Indochina Peninsula

Economic Corridor and the

economic corridors by

Bangladesh-China-India-

taking advantage of

Myanmar Economic

international transport routes,

Corridor are closely related

relying on core cities

to the Belt and Road

alongside and using key

Initiative, and therefore

economic industrial parks as
c o o p e r a t i o n p l a t fo r m s .

21st Century Maritime Silk Road

China-Pakistan

require closer cooperation
and greater progress.
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The Belt and Road Initiative aims at building

a community with shared

interests, responsibilities and destiny

where countries can enhance their

mutual

Objective

political

trust,

economic

integration,

cultural

acceptance

and

interconnectivity.

• Upholding the purposes and principles of the UN Charter
• Open for cooperation
• Harmonious and inclusive
• Market-oriented

Principles

• Mutual Benefit

The Belt and Road Initiative is an open and unbiased international cooperation platform. It is open to all
countries and international and regional organizations for engagement.
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the Belt and Road Initiative

Types of Agreements
3%

6%



24%
12%

Four years on, over 100 countries and international organizations have supported and got
involved in the Initiative. Important resolutions passed by the UN General Assembly and
Security Council contain reference to it. By September 2017, China had signed the Belt
and Road cooperation agreements with 74 countries and international organizations.

Original Planning: 65 countries

14%
24%
17%
Synergy of strategies and plans

Southeast Asia

Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines,
Singapore, Thailand, Timor-Leste, Vietnam

South Asia

Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, Sri Lanka

East Asia

China, Mongolia

Central Asia

Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, Uzbekistan

West Asia

Armenia, Azerbaijan, Bahrain, Georgia, Iran, Iraq, Israel, Jordan, Lebanon,
Kuwait, Oman, Qatar, Saudi Arabia, Syria, Turkey, United Arab Emirates,
Yemen

Africa

Egypt

Europe

Albania, Bosnia and Herzegovina, Belarus, Bulgaria, Croatia, Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Macedonia, Moldova, Montenegro,
Poland, Romania, Russia, Serbia, Slovenia, Slovakia, Ukraine

Economic and trade cooperation
Science and technology,culture and public health
Mutual recognition of standards
Production capacity and investment cooperation
Telecommunication and information technology
The others

Introduction to the Belt and Road Initiative
The key theme of the Belt and Road Initiative is connectivity.

Facilities connectivity
Policy coordination
Policy coordination comprises multilevel
intergovernmental macro policy exchange and
communication mechanisms.

Facilities connectivity refers to the physical
connectivity of infrastructure by expanding the
connectivity of the Belt and Road-related projects.

Financial integration
Financial integration focuses on financial supervision

People-to-people bond

cooperation, the creation of international multilateral
financial institutions and the internationalization of RMB.

People-to-people bond includes cooperation in
fields such as education, tourism, medical care,
technology, culture and so on.

Unimpeded trade
Unimpeded trade entails trade facilitation policies in the
forms of aligned border and customs procedures.

Opportunities of the Belt
and Road Initiative

Opportunities of the Belt and Road Initiative

1. Infrastructure Construction
•

Infrastructure in many countries involved in the Belt and Road is below international standards in both
quality and quantity.

•

Developing Asia will need to invest $26 trillion from 2016 to 2030, if the region is to maintain its growth
momentum, eradicate poverty, and respond to climate change.

•

China has accumulated rich experiences in

•

about $ 3.1 trillion at the end of 2017.

infrastructure designing and construction.

•

China’s production capacity of steels and

China has colossal foreign currency reserves,

•

China’s economic development dictates its

cements accounts for more than 50% of the

sharply growing demand for energy and mineral

world’s total.

sources. Infrastructure construction is an important
area of energy cooperation.

Opportunities of the Belt and Road Initiative

At the enterprise level

At the country level

The inadequacy of infrastructure in many countries

Construction and upgrading of infrastructure is one of

and regions involved in the Belt and Road Initiative

the

has generated opportunities for infrastructure and

improvement.

industrial cooperation, helping those with poor

countries

infrastructures to address their need and bringing

investment, as well as exchanges of technology and

benefits to China and other countries that want to

personnel. Meanwhile, building of infrastructure will

transfer industrial

bring business opportunities in supply of raw materials,

capacities to those in acute

need of infrastructure.

key

elements

of

Infrastructure

business

environment

connectivity

across

will facilitate cross-border trade and

cross-border trade, professional services and logistics.
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2. Trade and Investment
The economic complementarity among countries and regions involved in the Belt and Road is high, creating a space for win-win
cooperation. Opportunities can arise if the countries and regions manage to cooperate in a complementary manner by drawing on their
comparative advantageous positions.

Focuses to strengthen economic cooperation

1

Promoting trade facilitation
entails policies in the forms of aligned
border and customs procedures, and the

2

Expanding mutual investment
to achieve the synergy growth of investment
and trade.

simplification of the regulatory process.

3

free trade areas
Signing free trade agreements and
cooperating to establish free trade areas

4

economic and trade
cooperation zones
Setting

up

economic

and

trade

cooperation zones at points of major
cross-border connections and ports
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China’s pilot free trade zones

2. Trade and Investment

FTAs that have been inked
China-Maldives

China-Georgia

China-Australia

China-Korea

China-Switzerland

China-Iceland

China-Costa Rica

China-Peru

China-Singapore

China-New Zealand

China-Chile

China-Pakistan

China-ASEAN

CEPA between the Mainland
and Hong Kong-Macau

Upgrading of ChinaASEAN (10+1)

Upgrading of China-Chile
Shanghai

Liaoning

Shanxi

Fujian

Guangdong

Zhejiang

Sichuan

Hubei

Tianjin

Henan

Chongqing

Opportunities of the Belt and Road Initiative

2. Trade and Investment
 By October 2017, China had been building 75 economic and trade cooperation zones in 24 countries

involved in the Belt and Road, with an accumulative investment of $ 27 billion and 3,412 enterprises, having
generated taxes and dues equivalent to $ 2.2 billion to the host countries and created 209 thousand jobs.

China-Belarus Industrial Park

China-Egypt Suez Free
Trade Zone

Malaysia-China Kuantan
Industrial Park

Opportunities of the Belt and Road Initiative



Standard recognition

Level of investment

and facilitation

cooperation

By the end of 2017, China had signed various types
of investment and trade agreements with 58



In 2017, China’s direct investment flow to countries
and regions involved was $14.4 billion, accounting for

countries involved.

12.0% of its total OFDI.

Import and export trade with



In the first three quarters of 2017, Chinese enterprises
conducted 68 cross-border mergers and acquisitions

countries and regions involved

in countries involved, with a total deal value of $37.8
billion.


In 2017, China’s trade volume with countries
involved increased by 17.8%, 3.6 percentage points
higher than that of its total foreign trade, accounting
for 26.5% of the total, higher than the 25.4% of 2015.



In 2017, countries involved set up 3,857 enterprises in
China, with a total investment of $5.6 billion.

Opportunities of the Belt and Road Initiative

3. Financing
Solid financial support is an important basis for both infrastructure connectivity and economic and trade cooperation.

01 Promoting the
establishment of regional
investment and financing
institutions.

02 Local currency swaps
and settlement

03 Cross-order payments

04 Direct investment

05Maintaining regional
financial stability through
multilateral cooperation

06 Mutual establishment
of branches and business
cooperation of financing
institutions

07 Project financing
cooperation

08 Financial market
cooperation

09 Innovation in the
regional financing
cooperation
mechanisms

10 Strengthening
cooperation in financial
regulation

Opportunities of the Belt and Road Initiative

3. Financing

Multilateral financial
institutions

Bond market

China’s development
and policy financial
institutions

Regional investment and
financing institutions

Commercial banks

China Development Bank and the
Export-Import Bank of China have

By the end of 2017, the Asian

In March 2016, the Chinese banking

set up special lending schemes

Infrastructure Investment Bank (AIIB)

sector

worth RMB 380 billion equivalent to

had reached 84 members, and had

Proposal

support

supported 20 projects, offering loans

Construction of the Belt and Road

cooperation.

totaling about $ 3.7 billion.

Initiative.

By the end of 2017, China Export &

Since 2015, the Silk Road Fund has

By the end of 2017, six Chinese-

Credit

signed contracts of 17 projects and

funded

committed to invest $ 7 billion.

established more than 80 subsidies,

the

Belt

Insurance

and

Road

Corporation

(SINOSURE) had provided insurance

jointly
on

agreed

on

Supporting

commercial

banks

the
the

had

services to cooperation projects in

branches and representative offices

more than 20 countries involved.

in 19 countries involved.

Introduction to China’s Panda Bond Market
Definition of panda bond
Panda bonds are bonds legally issued by qualified foreign entities in Mainland China, committing to pay the interests and repay the
principal in RMB within a specified maturity period.

Development of panda bond market
140

Bond varieties

Include but not limited to international financial institution
bond, private placement note, commercial bank bond, shortterm commercial paper, corporate bond, medium-term note
and super-short-term commercial paper

Issuance entities

Sovereign government, municipal government, governmental
institutions, financial institutions, non-financial corporates,
international development institutions.

Issuance market

China’s interbank market and exchange market

120
100
80
60
40
Term structure

20
0
before 2015

2015

size of issuance (RMB billion)

2016

2017

number of issuance

Credit rating

By the end of 2017, the number of three-year and five-year
bonds accounted for more than 66% of the total.
By the end of 2017, the credit rating of issuers had covered
AAA, AA+ and AA, among which AAA accounted for 64.15%.
And in terms of the credit rating of bonds, AAA accounted for
59.32%.

Introduction to China’s Panda Bond Market
Development of panda bond market
Selected panda bonds issued by issuers from countries involved in the Belt and Road Initiative

Issuer

Issuance Date

Amount Issued
(RMB billion)

Maturity

Coupon
Rate

Bond
Rating

Entity
Rating

Issuance Market

Philippines

2018/03/20

1.46

3 years

5.00%

AAA

AAA

Interbank market

UC Rusal

2017/09/01

0.5

3 years

5.50%

AAA

AA+

Shanghai Stock
Exchange

UC Rusal

2017/03/16

1.0

3 years

5.50%

AAA

AA+

Shanghai Stock
Exchange

Hungry

2017/07/26

1.0

3 years

4.85%

AAA

AAA

Interbank market

Malaysia's Malayan Banking
Corporation Limited

2017/07/20

1.0

3 years

4.60%

AAA

AAA

Interbank market

Poland

2016/08/25

3.0

3 years

3.40%

AAA

AAA

Interbank market
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Regulatory requirements of panda bond issuance
Provisional Administrative Rules on International Development Institutions’ Issuance of RMB Bonds (2010 Revision)

Regulatory authorities

Credit rating

Utilization of funds raised
Currency

People’s Bank of China, the Ministry of Finance, the National Development and Reform Commission
(NDRC), and the China Securities Regulatory Commission (CSRC). Meanwhile, the National Association
of Financial Market Institutional Investors (NAFMII) is served as a Self-Disciplinary Organization.

Foreign entities are required to receive a credit rating above AA assigned by at least one competent
credit rating agency in Mainland China before the initial offering.
The funds raised through panda bonds should give priority to be invested in projects inside the territory,
whilst they can also be allowed to convert into foreign currencies and transferred overseas.
RMB is the only currency that can be used to make interest payment and principle repayment.

Introduction to China’s Panda Bond Market
Introduction to Belt and Road bond
In March 2018, the Shanghai and Shenzhen stock exchanges published their announcements on carrying out the pilot Belt and
Road bond program.

Utilization restrictions
on the funds raised

B&R bond
• bonds issued in China’s stock exchanges by

governments

or

governmental

institutions

of

• Funds raised by the Belt and Road bond are

required to be used to finance the investment,

countries involved in the Belt and Road Initiative

construction and operation of Belt and Road

• bonds issued in China’s stock exchanges by

related projects, to repay the special interest-

financial institutions or non-financial corporates of

bearing obligations generated by Belt and Road

countries involved in the Belt and Road Initiative

related

• corporate

bonds

issued

in

China’s

stock

exchanges by domestic and overseas corporates
for financing the building of the Belt and Road

projects,

or

to

conduct

business

in

countries involved in the Belt and Road.
No more than 30% of the funds raised can be used
to supplement liquidity or to repay bank loans.

Challenges for Participating in
the Belt and Road Initiative

Challenges for Participating in the Belt and Road Initiative

1. Countries and regions involved in the Belt and Road are exposed to different levels of political unrest,
weak governance, lack of market openness, inadequacy of infrastructure and low level of financial
development.

For enterprises

2. Foreign enterprises are regarded as disadvantaged when they enter a new market.
3. Many enterprises lack international management skills and cross-border expertise.

1.

Uneven levels of financial development and infrastructure has caused difficulties for regional financial
cooperation and the networking of financial services.

For financial institutions

2.

Project financing is of long investment cycle and high risks.

1. Exchange rate risk
2. The regulation system of panda bond issuance is still imperfect.
3. The credit ratings of the panda bonds issued so far are relatively high.

For panda bond issuers

4. As investors in China’s bond market anticipate‘rigid payment’to some extent, they may tend to
make prudent assessment on the credit risk of the issuers that they are not familiar with.

Suggestions on Participating in
the Belt and Road Initiative

Suggestions on Participating in the Belt and Road Initiative

Be proactive in knowing the relevant

Be cautious when making investment or

Grasp

cooperation projects to find suitable ones.

trade decisions.

internationalization and the opening up of

Get in touch with China’s governmental

Conduct detailed feasibility analysis and

departments, financial institutions and

risk evaluation which had better be done

Contact

enterprises to acquire details of related

by professional services providers.

institutions to have a better understanding

policies and projects.

Apply risk hedging and transfer tools.

the

opportunity

of

RMB

China’s bond market.
related

Chinese

of China’s bond market.

financial

Ending Words

With the promotion of the Belt
and Road Initiative, cross-border
trade, investment and financing
bring

substantial

demand

in

cross-border flow and exchange
of credit information, providing
opportunities
agencies.

to

credit

rating

• A Credit Rating Agency as One of
the COAMC Group Members
• Holding All Licenses under
the Single Corporate Body
• Customized Credit Rating and
Other Related Services
• Born and Rooted in China

Professional Conduct, Innovation,
High Standard Service
the Pursuer and Practitioner of China Rating Dream

Contact Information of Our International Service Team:
Tel: 86-10-52725431
Email：fenglin@coamc.com.cn；
Website：www.dfratings.com

THANKS FOR
YOUR ATTENTION

