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China seeks to boost friendly, 

cooperative relations with UAE     

             - Page 4 
 

China on Thursday vowed to comprehensively 
upgrade its friendly and cooperative relations 
with the United Arab Emirates (UAE). 
 

(Contributor: Pan Lei) 

 
 
 

China to raise deposit reserve 
requirement ratio to rein in 
economy                      - Page 5 
 
 

The People's Bank of China (PBOC), the central 

bank, announced Sunday it will raise the deposit 

reserve requirement ratio (RRR) for most 

financial institutions for the third time this year 

amid growing concerns of asset bubbles and 

economic overheating. 
 

(Contributor: Pan Lei) 
 
 

Let Chinese, Foreign Capital 
Compete Equally         - Page 6 

Two weeks ago, the State Council released 
guidelines entitled Further Views on the 
Utilization of Foreign Capital to encourage 
foreign investment in the central and western 
areas of China. 

 

 (Contributor: Pan Lei) 

 
 

Issue No. 6 
 

 
 

 

Expo set to boost Shanghai's 
financial ambitions  

 

- Page 2̆3 

 
Shanghai's financial district skyline along the Huang Pu 

river. The central government has declared it aims to turn 

the city into an international financial hub by 2020. 
 

(Contributor: Edwin Lee) 

Shanghai Floats Beckon 
Global Bigwigs                 

- Page 7 
 

 

 
(Contributor: Pan Lei) 

VC/PE Speeds up Investment in 

China's Strategic Emerging 

Industries            - Page 8 

 

VC and PE institutions have 

speeded up their investment in 

some emerging industries in 

China as the country gives 

strategic status for the 

development of such industries.  

 
(Contributor: Pan Lei) 



Shanghai Expo 
 

 

 

 

 

 

Nearly a year after the stimulus package was 

launched, we find Chinaôs investment boom is 

still gathering strength. Information on more 

than 300 projects suggests that much of the 

ongoing investment is going into massive 

multi-year public infrastructure projects, and 

the funds in motion are much larger than the 

originally announced RMB4.0tn. 

 

With many projects being started this year, we 

think the authorities will be forced to keep 

monetary policy loose in 2010-11F. Our 

estimates show the value of bank loans 

outstanding almost doubling in three years.  

 

The anticipated credit boom should boost 

household incomes as bank loans trickle down 

into individualsô pockets, increasing spending 

power. This, in our view, spells a consumption 

boom. Rapidly growing household wealth 

should create strong demand for asset 

reallocation, putting significant upward 

pressure on asset prices.  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Shanghai's financial district skyline along the Huang Pu river. The central government has 

declared it aims to turn the city into an international financial hub by 2020.  
 

Shanghai has commissioned a new landmark to be unveiled during the World Expo that captures the 

city's rising global ambitions: a beefed-up replica of Wall Street's "Charging Bull". 

The red-tinted sculpture on the historic Bund river-front is intended to have a more vibrant look than its 

US counterpart and will face skyward ï a symbol of the city's lofty dreams of becoming a world 

financial centre.Those ambitions are expected to get a major boost from the six-month Expo, which will 

bring the world to Shanghai with 192 countries showcasing their best for up to 100 million expected 

visitors, most of them Chinese. 

 

"The Expo will help lift Shanghai's image in the world. It's an opportunity to show off China's 

achievements," said Lu Xiongwen, dean of Shanghai's Fudan University School of Management. "A 

successful Expo will bring greater resources and confidence." 

 

The central government has declared it aims to build the city, which has long been China's business 

heart, into an international financial hub by 2020.And the Expo, the latest display of China's growing 

clout following the successful Beijing Olympics, is seen as accelerating the city towards that goal. 

 

"Shanghai will make major breakthroughs this year in building a world financial centre," Shanghai 

Mayor Han Zheng told reporters last month.The city has reportedly poured 400 billion yuan (Dh213bn) 

into infrastructure ahead of the Expo.It added hundreds of kilometres of new tracks to its Metro system, 

built new airport terminals, and restored the Bund, the strip of historic riverfront buildings dating from a 

time when foreign powers dominated the city. 
 

 

Expo set to boost Shanghai's financial ambitions  

 



 

 

 
 

  Shanghai Expo 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

(Continued) 

 

 

Shanghai's stock market has also seen radical changes in the weeks before the Expo as China moves past 

the financial crisis.Short-selling, margin trading and stock index futures have been introduced, giving 

investors more sophisticated investment options. The Shanghai Stock Exchange is expected to see its first 

foreign listing this year. HSBC has said it hopes to be the first. The banking giant was founded in the 19th 

century and helped the Bund earn the nickname the "Wall Street of Asia". 

 
"Since the crisis has subsided, the logjam has been unblocked," said Standard Chartered China economist 

Stephen Green. "There's lots of signs of research being done by regulators on how to move things 

forward." 

 

However, those financial ambitions depend on liberalising the flow of money in and out of China, Green 

said. Strict controls make it hard now to borrow overseas and even to bring in money earned from stock 

listings in Hong Kong. Although loosening capital controls is probably part of Beijing's long-term plans, 

it is not yet ready to do so, Green said. He noted that while Shanghai is China's centre for equities, 

Beijing is home to China's banks, the main source of financing in the country. 

 

"The market is under development, therefore the people making the development decisions are very 

important and they're all in Beijing," Green said. "It's hard to see significant regulatory control being 

turned over to Shanghai, which creates another challenge."But one should not underestimate the potential 

for change, said Pascal Sefrin, Societe General's China head of corporate and investment banking. "The 

2020 target is achievable if we take into consideration the economic development of China and the 

growing role of the yuan, which will become a convertible currency," Sefrin said. "There is a written 

policy, the direction is set." 

 

Beijing has also said it wants Shanghai to become a shipping centre by 2020 and the city's government 

has continued to invest in industry, Lu said.He hoped the Expo can be a turning point for Shanghai and 

ideas presented at the event can put it on track to becoming a knowledge economy.  

 

 
 

Source: By AFP, Published Monday 
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China seeks to boost friendly, cooperative 

relations with UAE 5.4% 

 

China on Thursday vowed to 
comprehensively upgrade its friendly and 
cooperative relations with the United Arab 
Emirates (UAE). 

"China attaches great importance to the development of its ties with the UAE and would like to further 
deepen cooperation in trade, energy, infrastructure construction, culture and law enforcement," said 
senior Chinese leader Zhou Yongkang in meeting with Sheikh Hazza bin Zayed al-Nahyan, national security 
advisor of the UAE in Beijing Thursday. 

Zhou, a Standing Committee member of the Political Bureau of the Communist Party of China (CPC) 
Central Committee, said the 26 years since China and the UAE forged diplomatic ties has seen significant 
development in bilateral relations, with frequent high-level visits, deepening political mutual trust and 
fruitful pragmatic cooperation. 

The UAE has been China's second largest trading partner in the Arab world for five consecutive years and 
is the nation in the Middle East where China sends most commercial and labor service personnel, Zhou 
said. 

China highly appreciates the UAE government's support on the issues related to Taiwan, Tibet and 
Xinjiang, he said. 

Sheikh Hazza bin Zayed al-Nahyan conveyed a message from UAE President Sheikh Khalifa bin Zayed al-
Nahyan to Zhou, saying that the UAE is willing to work with China to promote continuous development of 
bilateral ties. 

The security advisor added that he would like to actively enhance UAE-China security cooperation in anti-
terrorism. 
 

Source: By English.News.cn 
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 China to raise deposit reserve requirement ratio 
to rein in economy  

 

 

 

 

 

 
 

The People's Bank of China (PBOC), the central bank, 

announced Sunday it will raise the deposit reserve 

requirement ratio (RRR) for most financial institutions for 

the third time this year amid growing concerns of asset 

bubbles and economic overheating. 

The bank said in a statement on its website that it would 

raise the deposit reserve requirement ratio (RRR) for 

financial institutions by half a percentage point from May 

10. 

The ratio for the rural credit cooperatives and rural banks 

would remain unchanged at 13.5 percent, said the PBOC. 

However, the RRR for other small financial institutions 

would rise to 14 percent, and that for large financial 

institutions to 17 percent. 

This is the third rise in the deposit ratio this year. On Jan. 

12 and Feb. 17, the central bank raised the deposit ratio by 

half a percentage point each time. 

The move indicated the government was taking further 

steps to tighten monetary policy in response to concerns 

of overheating and asset bubbles, said Liu Yihui, an 

expert with the Financial Research Center of the Chinese 

Academy of Social Sciences (CASS). 

The PBOC has cut the bank reserve requirement ratio four 

times during the second half of 2008 to stimulate growth, 

as the global financial crisis started to weigh on the 

economy. 

The country posted a better-than-expected 11.9 percent 

year-on-year economic growth in the first quarter, but the 

government was cautious and had repeatedly warned that 

the economic conditions this year were "very 

complicated." 

China's consumer price index (CPI), the main gauge of 

inflation, saw a rise of 2.4 percent year on year in March, 

nearing the ceiling of 3 percent inflation this year that the 

government has set at the annual parliamentary session 

that month. 

"There is an obvious tendency of overheating," Liu said. 

 

The central bank should introduce further tightening 

measures and continue to shift China's monetary policy 

back to "a normal one." 

Bank lending fell to 2.6 trillion yuan (380.7 billion 

U.S.dollars) in the first quarter, compared with a record 

4.58 trillion yuan new loans in the corresponding period 

last year, which was part of the government stimulus plan 

to support economic recovery. 

The central bank said in an earlier report that a major task 

this year would be to strengthen liquidity management and 

keep an "appropriate" growth of money supply. 

The government has repeatedly stated that the proactive 

fiscal policy and relatively easy monetary policy would 

continue given that the economic conditions remained 

complicated. 

Tang Min, vice secretary-general of China Development 

Research Foundation, said the RRR hike was targeted at 

asset bubbles, especially those triggered by the surging 

property market. 

Chinese regulators had been taking steps to cool the real 

estate market and bring down soaring home prices in the 

past month by cracking down on real estate speculation 

and providing more affordable homes. 

The central bank would keep a close watch on the 

property market to see whether these measures took 

effect, and if not, the PBOC might consider raising 

interest rates to keep inflation in check, said Tang. 

But a monitoring period would precede the rate hike, he 

said. 

"The central bank is very prudent on raising interest 

rates," said Professor Guo Tianyong, of the Central 

University of Finance and Economics, as it would bring 

up production costs for domestic enterprises, and in turn 

hinder economic recovery. 

A rate hike was unlikely in the short term, and would 

depend on price trends in the next few months, he said. 

Source: By English.News.cn 
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Two weeks ago, the State Council released 

guidelines entitled Further Views on the Utilization of 

Foreign Capital to encourage foreign investment in 

the central and western areas of China. 

 

Some old policies favoring foreign capital will also be 

put to an end to ensure that Chinese companies have 

an equal chance in competition. 

 

The document issued restrictions on highly-polluting 

production by foreign companies, which is a sign of 

tighter policies and a more transparent investing 

environment. The era of foreign-funded capital getting 

the first pick is officially over. 

 

Is this a threat to foreign capital to protect China's 

domestic industries? No. The new policies also put 

high-tech Chinese enterprises in a position of fierce 

competition with the release of more preferential 

policies allowing foreign high-tech companies to enter 

China. The changes in the document will provide 

wider market access for foreign investors in high tech. 

 

Those welcoming policies will push the investors to 

shift their focus to technological development instead 

of purely using cheap labor in China. But the 

openness and transparency also means that Chinese 

companies will not have a shield from direct 

competition in this field. 

 

Under the current competitive environment, a foreign 

company can no longer see China as virgin business 

territory where the tough rules in their native countries 

don't apply. 

 

Adapting to an ever changing and fairer playground 

will be a painful process, but to ensure continuing 

success, such measures were unavoidable. Foreign 

firms will have to put more efforts into high tech, 

which they typically dominate. 

 

Let Chinese, Foreign Capital Compete Equally  

The document reaffirms support for foreign capital, 

and has led to the expected growing interest from 

high-tech foreign enterprises in entering the Chinese 

market. This will inevitably pose a tough challenge to 

the protected Chinese industries, such as the 

automobile industry. China has been putting 

restrictions on foreign automobile enterprises, such 

as restricting foreign capital's holding of Chinese 

companies, and also not allowing foreign automobile 

companies to have a direct local factory in China. 

 

For a long time, the accepted way for a foreign 

automobile enterprise to enter the Chinese market 

was to establish a joint venture with a Chinese 

automobile company or factory. The original purpose 

was to protect the then-weak and small Chinese 

carmakers from a takeover by mature foreign auto 

companies. 

 

But after two decades, the result has been that 

foreign automobile makers have gained more profits 

while Chinese consumers have to pay twice as much 

for the same model. 

 

To have an equal say is the first step to ensuring fair 

competition between Chinese and foreign 

companies. Both sides need to take a mature attitude 

toward the prospect of a more transparent market. 

 

Protections might be a quick fix for short-term profits, 

but they will not guarantee lasting prosperity. 

 

The key is to control the speed of opening-up, so that 

openness becomes the driving force of a more 

competitive Chinese high-tech industry. 

 

 

 

 
Source: By Global Times 
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The international board for listings by foreign 

companies will make its debut in Shanghai later this 

year, a top official from the city's financial regulator 

said on Wednesday. 

Xu Quan, deputy director of the Financial Services 

Office of the Shanghai government, said the China 

Securities Regulatory Commission is currently studying 

the final draft of the listing rules. 

The Shanghai Stock Exchange (SSE), on its part, is 

working out the modalities for trading and governance 

of the international board as it would have rules, which 

are different from the main board, said Xu. 

"We will launch the board once we complete all the 

preparatory work," he said. 

The plan to allow foreign firms to float shares in 

Shanghai is in line with China's efforts to widen 

investment channels for domestic investors and fast 

track the development of its capital markets. 

The State Council, China's cabinet, said in a statement 

on Tuesday that it will support qualified foreign-

domiciled companies to sell shares publicly, issue 

corporate bonds and medium-terms notes on the 

mainland. 

Several foreign firms have already expressed their 

interest in listing shares in Shanghai. These include the 

Hong Kong-listed HSBC Holdings Plc, Standard 

Chartered Bank, Bank of East Asia, General Electric 

from the US and Brazilian mining giant Vale. 

SSE Chairman Geng Liang said in March that 

overseas companies could list on the new board 

through initial public offerings or China Depositary 

Receipts. 

"The (international) board will also explore the 

possibility for overseas companies to issue yuan-

denominated bonds and other debt instruments. It is a 

priority project on our (Shanghai municipal 

government) agenda," said Xu. 

Shanghai got the backing from the central 

government in March 2009 to develop the city into an 

international financial center by 2020. The blueprint 

outlined the key role the city would play in the future 

economic development of China. 

The Shanghai bourse is also planning to introduce a 

range of financial derivatives, Xu said. 

Products in the pipeline include share index futures 

and cross-border exchange traded funds. The bourse 

will also start margin trading in designated stocks 

from Friday. 

According to Xu, foreign investors can invest in 

yuan-denominated private equity funds through the 

pilot qualified foreign limited partnership (QFLP), 

scheme. 

Under the rules, foreign capital raised by QFLPs 

should not exceed 50 percent of the total asset value 

of fund, said Jiang Liang, governor of the Pudong 

New Area. 

"An international financial hub should also have the 

capability to be a center of wealth management," Xu 

said. "The city government would take the necessary 

steps to foster private equity in Shanghai." 

The State Administration of Foreign Exchange is 

currently working out the regulations for QFLPs, 

including the exchange settlement and measures to 

decide the effectiveness of the project invested by 

such funds. 

Source: By China Daily 
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Contact Information: 

To have a deeper discussion,  

Please contact: 

Venture capital (VC) and private equity (PE) institutions have speeded up their investment in some 

emerging industries in China as the country gives strategic status for the development of such 

industries. 

Statistics with Zero2IPO show that VC/PE institutions made 307 investment cases in 2009 in China's 

strategic emerging industries including the information industry, new energy industry, new material 

industry, medicines and health products and bioengineering industry, with the combined investment 

value amounting to 1.88 billion US dollars. 

In the fourth quarter of 2009 alone, 105 investment cases of VC/PE institutions were launched in the 

strategic emerging industries involving total capital of 699 million US dollars, which accounted for 34.2 

percent of the total cases and 37.2 percent of the total investment value for the whole year. 

The VC/PE investment cases in the strategic emerging industries in the fourth quarter were 21 more 

than that in the third quarter, with the investment value seeing a rise of 85.6 percent. 

In 2009, Chinese VC/PE institutions made more investment in the strategic emerging industries in 

comparison with foreign institutions. Chinese VC/PE institutions had 185 investment cases in the 

field, accounting for 60.3 percent of the total. The 185 investment cases involved total capital of 963 

million US dollars, accounting for 51.3 percent of the total. 

Chinese VC/PE institutions had more investment made in the fields of Internet of Things, new energy, 

environmental protection and biomedical industries. While foreign VC/PE institutions made more 

investment in the Internet field. 

 

Source: By TMC News 
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