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Ministers Meet CEOs: Chinese 
Economy 2014

In the past 10 years, Asia has played a big role 

in the growth of the global economy. China has now 

officially overtaken Japan as the world's second largest 

economy. With China's new economic status, there 

has been increased focus from the rest of the world on 

China’s economic reforms.

Key questions posed to the panel for the session 

included how to decentralize the government’s power, 

how to carry out reform of state-owned enterprises 

(SOEs) effectively and how is the Chinese economy set 

to be liberalized both internally and externally? 

Mr. Hu Zucai, Vice Chairman of the State-owned 

Assets Supervision and Administration Commission, 

State Council, took on the question of reduced 

government control over the economy. He believed 

that the market should play a more decisive role in 

line with the law of market economies and that the 

allocation of resources should be determined by the 

market. However, the role of the market and the role of 

government should not be viewed as contradictory, but 

rather complementary, bringing the strength of both to 

the table.

In the Q&A session that followed, there were 

many different questions posed to the ministers. First 

from the audience was a question on the clarification of 

mixed ownership of SOEs. Mr Huang shared that mixed 

ownership will be carried out in 4 ways:

• Companies in industries related to national 

security will continue to be wholly owned by the state;

• For other key sectors concerning the national 

economy, the state will own more than 51% of the 

equity;

• For high-tech companies, the state will maintain 

30% of its equity;

• For areas that do not concern the national 

economy, the state can choose to hold a certain 

percentage of equity or none at all.

The dialogue then switched to discussion around 

overcapacity in certain industries and what the 

government planned to do to remedy the situation.  Mr. 

Hu first pointed to the reasons for overcapacity being 

over optimism by companies regarding market demand; 

local governments seeking too much capital in order to 

boost local GDP; and the fact that the market mechanism 

is inherently imperfect. He believes that the elimination 

Moderator

Sally WU Xiaoli, Deputy Chief, Phoenix Info News Channel 

Speakers 

HU Zucai, Vice Chairman, National Development and Reform Commission 

HUANG Shuhe, Vice Chairman, State-owned Assets Supervision and Administration Commission, State Council 

WANG Shouwen, Assistant Minister of Commerce 

of weak performers and strict control of the expansion 

of new capacity are keys to stemming overcapacity, and 

that companies should fully exploit market potential to 

drive greater demand.

The session ended with a discussion of micro 

finance as a source of innovation - a topic that has been 

receiving increasing attention from the government. The 

government has put in place policy to assist micro and 

small businesses with special funds to help stimulate 

growth from the grass roots. The bottom-up approach, 

Mr. Huang believes, will help drive faster business 

growth and competition.
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China and the United States: Positive 
Interaction in the Asia Pacific

Moderator

LI Zhaoxing, Former Minister of Foreign Affairs, China

Panelists 

Max Sieben BAUCUS, U.S. Ambassador to China; Former Chairman, Senate Finance Committee, U.S.

Paul HAENLE, Director, Carnegie-Tsinnghua Center; Former White House China Director, U.S.

James KEITH, Former U.S. Ambassador to Malaysia; Former Director for China, National Security Council, U.S.

LONG Yongtu, Former Vice Minister, MOFTEC

Bill OWENS, Former Vice Chairman, Joint Chiefs of Staff, U.S.; Vice Chairman, NY Stock Exchange (NYSE) for Asia; 

Chairman, AEA Investors Asia

QU Xing, President, China Institute of International Studies

YANG Wenchang, President, Chinese People’s Institute of Foreign Affairs

ZHAO Qizheng, Former Minister, Information Office, State Council

This panel of Chinese and American thought 

leaders from diplomacy, academia, finance, economics, 

trade, and security presented their views on China-U.

S. relations, with three broad themes emerging: the 

importance of mutual trust, the impact of the “rise of 

China,” and the management of specific bilateral and 

global issues.

Panellists agreed that developing mutual trust 

and understanding is key to managing China-U.S. 

relations moving forward. Many expressed that people-

to-people exchanges, and the institutional forums that 

make them possible, are critical – the Sanya Initiative, 

in which former military leaders from both countries 

come together to discuss security matters; the Strategic 

& Economic Dialogue (S&ED), where top foreign 

policy and defence leaders meet and manage issues 

of mutual concern; the U.S.-China Joint Commission 

on Commerce and Trade (JCCT); the Asia Pacific 

Economic Cooperation (APEC) forum; and nascent 

Bilateral Investment Treaty talks. 

Mr. Qu noted there exist over 60 forums for U.S.-

China dialogue today – including the Boao Forum 

for Asia – and Mr. Long recommended merging the 

TPP and RCEP to increase cooperation and reduce 

complexity for businesses.

Ambassador Baucus himself advocated for 

Permanent Normal Trade Relations (PNTR) and WTO 

accession for China. The U.S. and China have an 

excellent relationship and should focus on similarities, 

not differences. Messrs. Owens, Yang, and Qu, in 

particular, urged that relations bridge the next frontier 

of cooperation – new forums on the denuclearization of 

the Korean peninsula – while Mr. Keith pointed to the 

environment and income inequality as shared interests 

ripe for cooperative initiatives.

Several panellists augmented the call for continued 

institutional dialogue with encouragement of enhanced 

military cooperation. Mr. Haenle pointed out that the 

Carnegie-Tsinghua Center studies how cooperation can 

be elevated to “the next level.” It has found military 

cooperation, like the recent Gulf of Aden joint antipiracy 

exercises, extremely helpful (and supportive of the 

Sanya Initiative), a point echoed by Mr. Yang. Military 

leaders with common objectives will form strong bonds 

and overcome zero-sum thinking. Mr. Qu praised U.S. 

Secretary of Defense Chuck Hagel’s proposal for mutual 

pre-notification of military exercises. Overall, military 

cooperation creates a virtuous circle, encouraging 

deeper cooperation through positive public relations and 

nurturing a “resistance to conflict.”

Finally, panellists generally advocated for clarity 

and leadership as China and the U.S. tackle a host of 

bilateral, regional, and global issues, including trade, 

investment, currency, Taiwan, Japan, the S. China Sea, 

the Korean peninsula, energy, food, the environment, 

nuclear proliferation, disease, and income inequality. 

Mr. Qu argued against “linkage,” suggesting that more 

progress can be made if unrelated issues are addressed 

separately. 

Nurturing mutual trust and understanding through 

robust institutional dialogue, carefully managing 

perceptions and uncertainty during the rise of China, 

and exercising clear, strong, cooperative leadership in 

addressing global issues will be essential to realizing 

that goal.
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The Future of Central Banks

Moderators

Lawrence GREENWOOD, Jr., Former Vice President, Asian Development Bank

Panelists

LI Jiange, Chairman, Shenyin & Wanguo Securities

Dominic NG, Chairman and Chief Executive Officer, East West Bank; Chairman, The Committee of 100

Gary PARR, Vice Chairman, Lazard

Geoffrey RIDDELL, Member of the Group Executive Committee; Regional Chairman of Asia-Pacific and Middle East, 

Zurich Insurance Group

Evelyn de ROTHSCHILD, Chairman, E.L. Rothschild

Jiri SMEJC, Chairman of the Board and CEO, Home Credit Group, Czech Republic

ZHOU Xiaochuan, Governor, People's Bank of China (PBOC)

Kevin MCCANN, Chairman of Macquarie Group Limited

Moderator, Mr. Greenwood, Former Vice President, 

Asian Development Bank, began the discussion by 

noting that China has had massive credit expansion to 

support its economic growth.  He asked the panellists 

whether the new norm for monetary policy is actually 

unconventional monetary policy and whether central 

banks are well-equipped for this. Likewise, with respect 

to QE, is it working or is it sowing the seeds of future 

problems?

Mr. Ng, Chairman and Chief Executive Officer of 

East West Bank and Chairman of The Committee of 

100 commented  that, given the tools that the Federal 

Reserve Bank (Fed) had at that time, monetary policy is 

working as well as it can.  He noted that then-chairman 

Ben Bernanke and current chairwoman, Janet Yellen, 

would like to see more fiscal policy in the Fed's role, not 

just monetary policy. The Fed has a dual mandate: to 

maximise employment and stablise prices for moderate 

long-term interest rates, leading to QE. In the U.S., 

GDP growth is slow to moderate, inflation is low, and 

the unemployment rate is high at 6%.  Ms. Yellen has 

indicated efforts to get the rate below 6%, with inflation 

below 2%. For the rest of the world, there is likely to be 

some collateral damage – while some will benefit, others 

will not.  Mr. Ng also cautioned that QE does not solve 

unemployment and there are more structural issues in 

the U.S. which will take time.  Going forward, the Fed 

will look at inflation.  As long as it is benign, Ms. Yellen 

will maintain low rates and maximise employment 

as much as possible and leave everything else to the 

government.

Gary PARR, Vice Chairman of Lazard, remarked 
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that recent central bank policies may be the new norm, 

but also noted that they may also be sowing the seeds of 

future problems.  In the U.S. and Europe, following the 

global financial crisis, the role of the central bank was 

the lender of last resort.  The central bank stepped in 

and it was necessary at the time.  The European Central 

Bank departed from its strict mandate, saying it would 

do whatever it takes for financial stability.  Japan did the 

same with the Bank of Japan stepping in to change the 

dynamic of stability.  All this sows the seeds for future 

problems.

ZHOU Xiaochuan, Governor of the People's Bank 

of China, asked what is conventional. He noted that, 

in recent decades, many countries adopted inflation 

target monitoring, so perhaps that is what is considered 

"conventional".  In China, the policy has always been 

unconventional. China is still in a transition period and 

has not yet reached the conditions where things can be 

conventional.  Financial sector reform is needed, along 

with remediation of banking problems.  Capital markets 

also need to be developed and central banks need to use 

both fiscal and monetary expansion. 

Kevin MCCANN, Chairman of Macquarie Group 

Limited discussed the effects of the financial crisis on 

the Australian economy, noting that Australia did not 

suffer the same as other developed nations in the crisis.  

While it was affected by what was happening, it was 

a more systemic crisis for Australia.  The central bank 

banned short-selling and stabilised the stock price and 

ensured liquidity.

Mr. Greenwood asked how to ensure financial 

stability, given that, in some countries, it is an expansion 

of the traditional mandate of the central bank.  What are 

the models for greater roles of the central bank and best 

practices for a central bank to ensure stability?

Mr Li responded by restating that China's economy 

is in a transitional period and that the PBOC has been 

given a bigger role and responsibility.  It is playing a 

leading role in terms of interest rate liberalisation, with 

a timetable to work towards it, and is leading efforts 

towards RMB convertibility.  He added that a third 

aspect of reform is the establishment of depository 

insurance.  The PBOC is doing a lot more than a 

conventional central bank.  He finished by asserting 

that the central bank needs to stick to its principles and 

practices.

Sir Rothschild noted that innovation and technology 

have not yet been discussed in the context of the financial 

sector, saying that regulators have not kept up with this 

and hedge funds were never licensed.  He cited "other 

animals" appearing in the financial system, such as 

Alibaba's "bank" and asked whether central banks going 

to be strict enough.

Mr. Ng noted that regulatory inefficiency is typical 

of bureaucratic regulatory guidelines.  He cited the 

1998 Asian Financial Crisis and the 2008-09 global 

financial crisis, and wondered when would be the next 

one. Looking at 2008, apart from subprime, real estate 

bubbles, and derivatives not being "quite right," the vast 

majority of issues arose from liquidity.  Everything was 

leveraged. There were many regulatory bodies with 

many rules, but the rules did not work well together.  

Mr. Smejc said there are many challenges for 

the future: how to regulate, but not to over regulate, 

highlighting the increased role of shadow banking and 

the challenge of how to address and balance regulation 

in that area.

In consideration of the role of China's central bank, 

Mr. Zhou was of the view that right now, the central bank 

is not that efficient in dealing with financial stability 

or exchange rate issues. China is still undergoing 

market-oriented reform and in this transitional period, 

it is helpful for the central bank to remain within the 

government. He stressed the need to work very closely 

with other government ministries to push for reform.

On the matter of future monetary policy in China, 

Mr Zhou shared that employment will be included as a 

measure, and interest rate policy for money market funds 

would be considered. 

He said that he and his team have studied the 7.5% 

growth rate, noting that this is about the range of macro 

control, but if the growth rate is off track, then fine-

tuning or a bigger adjustment will be made.  China has 

four targets: 1) low inflation rate; 2) GDP growth; 3) 

newly added jobs; and 4) international balance.  China 

is including employment, but it is adopting a variable 

weighting approach so this may not be the primary target 

amongst the four.  Money market funds, he added, are 

still in infancy, with a lot more room for growth.

Regarding internationalisation of the RMB, Mr. 

Zhou attributed the more prevalent cross-border use of 

RMB to the peculiar circumstances during the global 

financial crisis.  He saw cross-border and convertibility 

as interrelated and the need for enabling conditions 

before full convertibility can be achieved.

On foreign exchange policy, Mr. Zhou clarified that 

forex growth in China has not stalled and that there have 

been cross-exchange rate modulations and adjustments.  

Forex growth is therefore not slowing down and this 

does not have much to do with monetary policy.  

On measures to increase connectivity between the 

HK Stock Exchange and the Shanghai stock exchange, 

Mr Zhou endorsed that freedom should be given to 

consumers as a necessary step to building up the market 

economy. 
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Capital Markets: Old Problem, New Solution

Moderator

WANG Boming, Editor-in-Chief, Caijing

Panelists

Tom BYRNE, Senior Vice President & Head of Asia Pacific Sovereign Risk, Moody's Investors Service

CHIU, Paul Cheng Hsiung, Chairman, Bank SinoPac

Fred HU Zuliu, Chairman, Primavera Capital Group

LI Jiange, Chairman, Shenyin & Wanguo Securities

Atsushi SAITO, Director & Representative Executive Officer, Group CEO of Japan Exchange Group, Inc.

Junichi UJIIE, Senior Advisor, Former Chairman, Nomura Holdings Inc.

Moderator, WANG Boming, Editor-in-Chief of 

Caijing, opened the session with a commentary on the 

development of China's capital markets, noting that 

global capital markets after the global financial crisis, 

have seen growth of the stock market. This is evident 

in Japan, the U.S, and Europe, where the respective 

economies are picking up.  Mr. Wang said the stock 

market is performing well, with more liquidity, and 

people are thinking of withdrawing from emerging 

markets and going back to U.S. equity markets, where 

pre-financial crisis levels have been reached. With that in 

mind, panelists were asked whether this performance is 

liquidity-driven or a reflection of  U.S. fundamentals.

Tom Byrne, Senior Vice President & Head of Asia 

Pacific Sovereign Risk at Moody's Investors Service, 

commented that the U.S. is a liquidity-driven market 

and currently, the U.S. economy is neither performing 

poorly, nor well.  The debate is whether the U.S. will 

catch up and have a normal recovery after the financial 

crisis.  

Looking at the Japan stock market, Atsushi SAITO, 

Director & Representative Executive Officer and Group, 

CEO of Japan Exchange Group, Inc., observed that 

Japan recovered greatly last year, by 50%, with trading 

value growing three times.  In 2014, however, the market 

is down by 17% because Japan is still expecting the 

"third arrow" of Abenomics.  The Abenomics policy 

outlines the liberalization of labor contracts to change 

the historical "lifetime system" of Japanese companies, 

an improvement of Japan's agricultural system, and 

corporate tax cuts.  If Japanese Prime Minister Shinzo 

Abe is serious, then these reforms will benefit the 

Japanese markets.

Turning to China, the moderator raised the question 

as to why the stock market is still around 2,000 points 

when GDP growth rate is still high at 7.5%.

LI Jiange, Chairman of Shenyin & Wanguo 

Securities, and former vice-chairman of the CSRC 

responded that it is possible to have a high rate of 

economic growth with a poor stock market.  When the 

stock exchange reached 6,000 between 2005-2008, 

the growth was too fast and abnormal. As a result of 

the volatility during 2006 and 2007, many people had 

lost confidence in the stock market and it has remained 

sluggish for many years.

With interest rate liberalization in two years, people 

are guessing that the interest rate will rise, given that it 

has been kept low for government reasons.  Monetary 

policy in China is influenced by the U.S., where the 5-year 

interest rate was 5% and the loan interest rate 7-8%.  For 

small-to-medium (SME) companies, the interest rate is 

higher than 15% and the risk-free return of the general 

public within banks is already very high, so they are 

not willing to put their money in capital markets due to 

interest rate risk.

Mr. Wang sought the panel's views on the 

substantial changes that might be expected from the 

newly announced linkage between the Shanghai and 

Hong Kong stock exchanges. China is modeling its 

exchange around the Hong Kong regulatory framework 

and further cooperation between the two stock markets 

will expand the investment channels of Hong Kong 

investors,. 

Given that Hong Kong is an offshore RMB centre, 

the linkage will enable the flow of RMB.  Likewise, 

Chinese investors will have access to international 

companies.  Another benefit is the consolidation of Hong 

Kong and Shanghai as complementary international 

financial centers, given the introduction of the free-

trade zone in Shanghai, which also alleviates the 

view that financial activities are shifting away from 

HK.  The linkage enables Hong Kong to be a stronger 

offshore centre and enables Mainland China to benefit 

from further reforms, echoing Premier Li Keqiang's 

comments on a new round of high-level opening of the 

financial sector to promote such reform.

Mr. Chiu commented that the financing of major 

economies depends on banks.  Capital markets in 

Mainland China are not developed, he continued, citing 

an article that stated that 80% of stock value comes from 

internal means, with IPOs only accounting for 20% 

of value.  This was in contrast to the period from 1995 

to 2000, when 80% of stock value was derived from 

IPOs, meaning that internal corporate development was 

limited and money was needed from external sources.  

In these circumstances, companies should use debt, he 

noted.

Mr. Li added that debt and bonds have become very 

notorious in China.  Formerly called "enterprise bonds", 

they were approved by the state commission of planning 

and, under a planned economy, borrowers believed 

they never had to pay it back.  For Chinese companies, 

it has been easier to get bank loans, so it has not been 

necessary to go to the bond market.  In the U.S., the bond 

market was first; in Germany, share issues only began 

with Deutsche Telecom, but before that, Germany only 

had a bond market. In Hong Kong, investors deposit 

and, if they are aggressive investors, they buy stocks.  

Bonds are in the middle of the spectrum, so Hong Kong 

investors are less interested, therefore the Hong Kong 

bond market is not strong.  
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China (Shanghai) Free Trade Experimental 
Zone: How Free is it?

Moderator:

ZHOU Hanmin, Vice Chairman, Shanghai Committee of CPPCC

Panellists

Gerry GRIMSTONE, Chairman, Standard Life, UK

LONG Yongtu, Former Vice Minister, MOFTEC 

Nouriel ROUBINI, Professor, Stern School of Business, New York University; Chairman, Roubini Global Economics 

John ZHAO, Founder & CEO/Executive Vice President, Hony Capital/Legend Holdings 

JIANG Xipei, Chairman, Far East Holding 

ZHU Min, Vice Chairman, China (Shanghai) Pilot Free Trade Administration 

Moderator Zhou Hanmin introduced the topic of 

the China (Shanghai) Free Trade Experimental Zone. 

He highlighted that the zone represents a breakthrough 

for deepening reform in China and has 3 years to fulfil 

its mission as a part of the national strategy. The chief 

mission for Shanghai is to be bold and courageous in 

piloting a model that should be scalable and possible to 

implement in other areas of China.

Ever since China entered the World Trade 

Organization (WTO), it has introduced some basic 

principles on national treatment and transparency, as 

the cornerstone of China’s economic system reform. 

Mr. Long Yongtu stated that the Shanghai Free Trade 

Zone bears great responsibilities in the reform of the 

financial system and investment system of China, which 

has not experienced much transformation since China 

joined the WTO. Under the continuous negotiations and 

discussions on bilateral investment treaties with the US 

and EU, the Shanghai Free Trade Zone is an experiment 

for the Chinese government to understand its capabilities 

in fulfilling such treaties. 

The structure of the free trade zone consists of three 

levels. The 1st being the top layer and mission statement. 

The 2nd layer is the architecture level, consisting of 

what it is, how it should be governed and regulated and 

what does it mean in practice. The 3rd and final layer is 

the detailed sectorial experience such as trade, banking, 

investment, insurance working with the commercial 

practitioner and the implications.

Although the free trade zone is still an experiment, 

it has given more freedom and efficiency to enterprises 

in handling foreign investments. Mr. John Zhao provided 

an example on an investment project in Australia in 

1979, which took six to nine months for government 

approval. After entering the Shanghai Free Trade Zone, 

he completed the filing procedure within 2 days for 

one of his Hollywood investment projects. He believed 

that the Shanghai Free Trade Zone could help private 

enterprises to go international. 

However limited, Mr. Zhu noted there are 

some very real challenges such as enhance policy 

and transparency and make instructions clear. Post 

regulatory levels will also be enhanced and expand 

scope for future practices. 

The Shanghai Free Trade Zone is a three-year 

experiment, however, with the rapid changes in the 

market, the instability has imposed greater challenges 

ahead. Panellists agreed that it will be exciting to observe 

how the experiment develops and the direction which 

China will take.
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Reshaping Trade and Finance in Asia

Moderator

Yang Rui, Anchor, China Central Television

Discussion Leader

Stephen P. GROFF, Vice President, Asian Development Bank

LIN Yifu, Professor and Honorary Dean, National School of Development, Peking University, Vice Chairman of the All-

China Federation of Industry and Commerce

Alwyn Didar SINGH, Secretary General, Federation of Indian Chambers of Commerce & Industry

CHEN Zhiwu, Professor of Finance, Yale University 

This session involved a group of four panellists 

who engaged in a discussion regarding economic factors 

reshaping finance and trade in Asia. The session was 

recorded for TV broadcast.

Internationalisation of RMB
Internationalizing RMB comes down to a question 

of feasibility; the world cannot become dependent on 

one economy and one currency. Diversifying reserve 

currencies benefits emerging economies and the 

integration of world markets.

Internationalization of RMB will ultimately 

require integration between Chinese and global financial 

markets. Panellists agreed that this is not realistic in 

the near term, and Mr. Groff estimated it may be ten to 

twenty years away.

Panellists agree that the ball is in China’s court, 

and China must move on this initiative if they wish it to 

progress.

China is currently undertaking a number of 

economic reforms to boost growth. The outcome 

of these reforms will be measured by the impact on 

China’s growth rate, which, although declining in recent 

years, remains globally competitive. Reforms in health 

and education are, perhaps unexpectedly, integral, as 

they will aid in building the middle class and driving 

future growth. So are e-commerce and financial 

disintermediation.

Economic Integration across the Asian Region
Inequality in economic growth among Asian 

economies is increasingly apparent and needs to be 

addressed to ensure shared economic opportunities and 

prosperity across the region. Mitigating this inequality 

is especially important for smaller, less developed, 

economies.

The focus moving forward should be on “inclusive 

growth.” Dr. Singh noted that emerging markets, e.g., 

India, enjoy a potential “demographic dividend,” but 

youth need jobs with decent wages. Financial innovation 

can bolster such inclusiveness.

Trade Agreements
St rong economic g rowth in Asia wil l be 

driven by increasing regional focus on Free Trade 

Agreements(FTAs) that are inclusive and mutually 

beneficial to partners. Many Asian nations are producers 

and exporters. 

There are opportunities for improved integration, 

as evidenced by Trans-Pacific Partnership (TPP), which 

includes the U.S. but excludes China, and Regional 

Comprehensive Economic Partnership (RCEP), which 

includes China but excludes the U.S.
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Japan-China CEO Dialogue: Japan-China 
Economic Relations & Trade -Status Quo & 
Prospects

Co-Chairs 

Yoshio NAKAMURA, Vice Chairman, Director General, Keidanren 

YU Ping, Vice Chairman, The China Council for the Promotion of International Trade (CCPIT) 

Japanese Speakers/CEOs 

FUKUDA Yasuo, Former Prime Minister, Japan 

Taizo NISHIMURO, CEO of Japan Post Holdings 

Junichi UJIIE, Senior Advisor, Former Chairman, Nomura Holdings Inc. 

Fumio OTSUBO, Special Advisor, Panasonic Corporation 

Koji MIYAHARA, Chairman, Nippon Yusen Kaisha 

Takeshi UCHIYAMADA, Chairman of the Board, Toyota Motor Corporation 

Atsushi SAITO, Director & Representative Executive Officer, Group CEO of Japan Exchange Group, Inc 

Kawatsura KATSUYUKI, Senior Managing Director, Asahi Group Holdings Ltd. 

Hideto NAKAHARA, Senior Executive Vice President, Mitsubishi Corporation 

Yoshimasa TAKAO, Executive Vice President, Sumitomo Chemical Co., Ltd 

Chinese CEOs 

Zhenming CHANG, Chairman of CITIC Group Corporation 

FANG Wenbin, Chairman, Suzhou Suqian Industrial Park Development Corporation 

Xiaomin LAI, Board Chairman, China Huarong Asset Management Co., Ltd 

LI Ruogu, Chairman and President, Export-Import Bank of China 

LIU Chuanzhi, Chairman, Lenovo Holdings 

MA Zehua, Chairman of the Board, China Ocean Shipping (Group) Company 

XUE Jianzhong, Chairman, Wujin National Hi-Tech Industrial Zone Development Corporation 

YUAN Yafei, Chairman, SanPower Group 

The Japan-China CEO dialogue opened with Mr. 

Yoshio Nakamura, Vice Chairman, Director General, 

Kaidanren, sharing his thoughts on the various socio-

economic challenges facing Japan currently. Talking 

about the overarching problems for Japan, Mr. Nakamura 

cited the aging population, access to overseas demand, 

recent large scale layoffs, and the Fukushima disaster, as 

all presenting huge challenges for the nation. 

The good news is that with the introduction of 

“Abenomics”, Japan has now successfully pulled out 

from its long term recession and is now on the right track 

for economic recovery. Since its policy introduction, the 

country is now optimistic of a nominal growth rate of 

3%, while depreciating the Yen and improving business 

confidence.

Mr. Yu Ping, Vice Chairman for the China Council 

for the Promotion of International Trade followed Mr. 

Nakayama, stressing the importance of the Japan-China 

relationship. He offered several factors for the decrease 

in trade volume:

• China’s import of Japanese goods was affected by 

the depreciation of yen;

• Labor costs in China have increased, hence Japan 

has shifted its focus to other low cost bases in Asia;

• China's tech sector has matured and witnessed 

numerous innovations which have affected Japanese 

imports;

• Recent political challenges between China and 

Japan have further influenced trade between these two 

countries.

Mr. Koji Miyahara, Chairman, Nippon Yusen 

Kaisha, urged greater cooperation between China, Japan 

and South Korea. Mr. Miyahara believes that through the 

combination of the strength of the three nations, the trio 

can become one of the world’s strongest economic blocs.

Mr. Li Ruguo, President, Export-Import Bank of 

China, then stressed that economic and trade cooperation 

should not be disrupted by political complications.

Mr. Junichi Ujiie, Senior Advisor and Former 

Chairman, Nomura Holdings, said that China needs 

a good macroeconomic environment for foreign 

companies to enter and invest in its financial sectors. He 

urged the Chinese government to accelerate the pace on 

liberalizing the capital markets/financial sector.

Yuan Yafei, Chairman, SanPower Group, closed 

with the observation that there are many complementary 

aspects of the China-Japan relationship, so when the 

two nations work together they can better capture 

opportunities. Also he hopes that Japanese corporations 

will not hesitate to cooperate with Chinese companies 

because when by outsourcing their manufacturing 

processes to China, they gain entry to the Chinese 

market as well.
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Regionalism vs Multilateralism: Friends, 
or Rivals

Moderator: 

Peter COSTELLO, Former Treasurer, Commonwealth of Australia; Chairman, Future Fund (Australian Government 

Sovereign Wealth Fund)

Panelists

Abdullah bin Haji Ahmad BADAWI, Former Prime Minister, Malaysia

Sidharth BIRLA, Chairman of Xpro India Limited; President of Federation of Indian Chambers of Commerce and 

Industry (FICCI)

Barbara Hackman FRANKLIN, Former US Secretary of Commerce

Stephen GROFF, Vice President, Asian Development Bank

HAN Duck-Soo, Chairman, KITA; Former Prime Minister, Republic of Korea

WANG Shouwen, Assistant Minister of Commerce

The World Trade Organization (WTO)
While the WTO continues to play an important 

role in the global economy, some believe it is in a state of 

gridlock. Rather than see crisis, Mr. Groff posited that it 

is a natural development; progress has slowed because the 

easier agreements were accomplished first, and the more 

difficult ones remain. Regional and sub-regional agreements 

will thus continue to play an important role and can help 

shape global agreements in the long run. The proliferation 

of FTA's, which have exceed 100 in Asia, does not seem to 

have calmed interest in looking for long-term multilateral 

solutions. Countries see the WTO’s dispute resolution 

mechanism, in particular, as extremely valuable.

Mr. Wang commented that the Bali package has 

produced tangible results, such as the trade facilitation 

agreement. It also touched on agriculture and covered 

development. The Bali package is a hard-won achievement 

of all WTO members, which suggests that members are 

committed and that China will implement these agreements. 

Peter Costello added that he would not expect to see 

proliferation of regional and bilateral agreements if Doha 

were really working and people were confident in it. 

Trans Pacific Partnership (TPP)
The panellists discussed the TPP, its potential benefits, 

and how it may interact with other regional and multilateral 

trade agreements. The TPP is comprised of twelve member 

states: Canada, US, Chile, Peru, Mexico, Brunei, Malaysia, 

Singapore, Vietnam, Australia, New Zealand, and Japan.

According to Barbara Franklin, in order for TPP to be 

ratified by the end of 2014, at least two key things need to 

happen. First, there needs to be a significant breakthrough 

in agriculture negotiations. Second, the president of the 

United States needs to obtain Trade Promotion Authority 

(TPA) through Congress to generate credibility that its 

commitments will become law. The President has requested 

TPA, but, considering the United States is in an election year, 

legislation may not be introduced until 2015.

Han Duck-Soo expressed Korea's interest in joining 

TPP. As of now, Korea already has bilateral trade agreements 

established with 11 of the 12 member states. Most recently, 

Korea's president inked a deal with the Australian PM in 

Seoul yesterday. Of the 12 members of TPP, Korea only 

lacks a bilateral agreement with New Zealand. 

The China-Korea Free Trade Agreement (CKFTA) is 

preparing for the 11th round of negotiations. Korea is China’s 

fourth largest trading partner, and China is Korea’s largest. 

The CKFTA will bring tangible benefits for both. 

Panellists also discussed the prospect of China joining 

the TPP. Ms. Franklin pointed out that China can utilize 

the accession process, but it is up to the 12 members and 

China would have to be close to meeting TPP’s standards. 

Mr. Wang noted that it is hard to know if China is close as 

the negotiations are secret (though China may be receiving 

briefings). 

Regional Comprehensive Economic Partnership 
(RCEP)

Mr. Wang described the RCEP as less ambitious 

than TPP. RCEP involves 16 countries whose economies 

are at various stages of development with diverse cultural 

backgrounds, as well as diverse political and economic 

systems. If convergence amongst these divergent countries 

can be achieved, then great strides can be made in regional 

economic integration. Agriculture will be a very important 

part of RCEP.

According to Mr. Wang, China is watching TPP 

negotiations with great interest. "TPP is going on without 

China, and the RCEP has been going on without the US. 

Some people perceive this to be in opposition to China 

and the US, respectively. I agree with neither of these two 

perceptions. As long as these trade agreements are open and 

transparent, they can serve regional and global economic 

development. TPP and RCEP could serve as building blocks 

for a free trade area in Asia Pacific. China adopts an open 

attitude toward TPP."

The path forward
Regarding potential changes in Indian trade policy 

as a result of its democratic elections, Birla replied, "Any 

responsible government would continue to follow a positive 

attitude towards trade agreements." He noted that all major 

political parties voted in favor of the food security bill, which 

suggests there is continuity of thinking.

The moderator asked panelists, if you were in a 

position of power in your respective countries, where would 

you focus your efforts, to use limited time to get the best 

results?

Sidharth Birla noted that the successful passage, 

implementation, and longevity of trade agreements depends 

on how they affect the common man. Agreements must 

achieve an economic and political balance. 

Barbara Franklin averred that, in the U.S., the president 

leads on trade issues. Presidents should exert their will 

and prioritize advocating for the evolution of bilateral and 

regional FTAs into global multilateral regimes.

Messrs. Groff and Han advocated patience, reiterating 

that we are now “into the hard stuff” and we have to 

appreciate how far we’ve come. Mr. Han put forth that FTAs 

should be transparent and mimic the WTO (especially Art. 

24, which respects parties’ rights to enter other FTAs), and 

that the TPP and RCEP should add China and the U.S., 

respectively. 

Mr. Wang concluded, “Multilateralism as represented 

by the WTO is of paramount importance. It represents 

poverty alleviation, jobs, and environmental improvement. 

We cannot afford to let WTO die. We have to make more 

efforts to keep it alive so as to live better." Regional and 

multilateral pacts should move forward side-by-side, “like 

two wheels on a bicycle.”
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Public Diplomacy & National Image

Moderator

ZHAO Qizheng, Former Minister, Information Office, State Council 

Panellists

CHEN Yulu, President, People’s University

Robert HAWKE, Former Prime Minister, Australia

LI Zhaoxing, Former Minister of Foreign Affairs, China 

Bill OWENS, Vice Chairman of the New York Stock Exchange (NYSE) for Asia; Chairman of AEA Investors ASIA 

Martin JACQUES, Senior Fellow, Department of Politics and International Studies, Cambridge University 

HU Zhirong, President, the United World Chinese Association Limited 

Moderator, Zhao Qizheng, def ined public 

diplomacy as how a government conducts itself and 

communicates with the rest of the world about its core 

values. In recent years the public has been playing an 

active role in public diplomacy. Zhao feels that currently 

China does not have a clear idea about its own image. 

However the better the national image the more likely 

foreign governments will adopt a positive attitude 

towards China. 

Maintaining good relationships is vital in public 

diplomacy. Mr. Li Zhaoxing Former Minister of Foreign 

Affairs, China, explained three main elements that can 

enhance friendship between nations. The first is to learn 

from the strength of the others, which can increase 

mutual understanding. The second is to be humble. 

Lastly, it is important to treat everyone equally and 

respectfully. Mr. Li believed that the national image 

should not be only focused on outer appearance but 

actual actions. 

Mr. Martin Jacques, Senior Fellow, Department of 

Politics and International Studies, Cambridge University, 

built on this by highlighting the importance of people-

to-people diplomacy. He explained that the inter-cultural 

interactions and connections brought by Chinese tourists 

and Chinese students studying overseas will have an 

impact on the impression of China which, in turn, will 

have a direct impact on public diplomacy and foreign 

policies. 

Education plays a key part in the public image. Mr. 

Chen Yulu, President, People’s University, sees cross 

cultural communication as the pivotal mission for the 

younger generation. Currently there is a large number of 

Chinese students studying overseas in countries such as 

the US, Canada, UK and Australia. There are also many 

overseas students studying in China. Fostering cross 

cultural exchanges between these students will provide a 

foundation for promoting China's public image.

The foreign investment of the Chinese people 

also has an impact on its public image. Currently the 

Chinese economy is performing well and in many cases 

the Chinese are looking overseas to invest in property, 

vineyards and other assets. Mr. HU Zhirong President, 

the United World Chinese Association Limited, feels 

concern that locally the strength of the economy has 

been achieved at the expense of the environment and 

that issues such as pollution are balancing out the gain 

by hurting China's national image.

In conclusion the Honorable Robert Hawke believes 

that post 1978, China has been generally admired for it 

has achieved. There was cause to believe that China's 

superior economic growth and a relatively peaceful 

international environment would only enhance China's 

national image further.
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Edmund PHELPS: Beware of the Middle-
Income Trap

Moderator

Hans-Paul BÜRKNER, Chairman, The Boston Consulting Group

Speaker

Edmund PHELPS, Nobel Prize Laureate (2006)

Moderator Hans-Paul Burkner introduced the 

theme of the discussion as avoiding the middle income 

trap and invited Mr. Phelps to give a speech on this 

subject.

Mr. Phelps provided examples of nations which 

avoided the middle income trap, such as Britain in 1815, 

and Japan which has risen to become a high income 

nation. 

People in China are worried that China will land 

in the middle income trap and be unable to break out 

and rise to the high income bracket, as has happened in 

many developing nations in the region. Mr. Phelps feels 

that there are three factors specific to China, which can 

help it avoid this fate.

1. Continue to relocate low wage workers from 

factories to central cities where their productivity will be 

much higher.

2. Continue to allow the transfer of technology 

from the coastal regions to the less developed regions in 

the center of the country.

3. Continue to import technology from the West.

Countries such as the US and Japan have avoided 

the middle income trap as they have achieved indigenous 

innovation on a mass scale. Mr. Phelps stated that 

"innovation means new products and new methods of 

doing things" that succeeds in mass adoption or change. 

China must innovate on a mass scale and innovate for 

most industries. This innovation must be home-grown. 

For mass innovation to be achievable, privileged 

or selective treatment must be removed, free entry to 

the marketplace must be permitted, competition must 

be allowed, and communities must be open to change. 

Looking at China, Mr. Phelps observed that although 

SOEs and government play an important role in the 

economy by providing social benefits, SOEs are ill-

equipped for innovation. This is because management 

was not selected based on talent, experience, knowledge, 

and ability to be innovators, but were more likely to have 

been selected based on being reliable capable managers, 

and in respect of their connections.

There is also a question of what is the culture? 

Have the Chinese themselves reached an agreement on 

the most important values of its people? Do the Chinese 

people want to express their individuality? What type 

of careers do they want? Do they want a career that will 

fulfil their desire for adventure and exploration or do 

they just want to get the job done?

In some cultures, failure is regarded badly. 

Moderator Burkner observed that the nations of 

Germany and China tended to be uncomfortable with 

failure. Mr. Phelps believed that innovation is a high 

failure activity but people must persist with it. 

Moderator Burkner concluded saying the keys to 

nations avoiding the middle income trap were not to 

focus on protecting the status quo but rather to focus 

on providing better education and infrastructure, 

and opening up the markets to domestic and foreign 

investment.



88 89

20
14

20
14

博
鳌
亚
洲
论
坛

博
鳌
亚
洲
论
坛

Forum
论坛

Internet-Finance: Towards Rational 
Exuberance

Moderator

XIE Ping, Executive Vice President, China Investment Corporation

Panellists

CHEN Long, Associate Dean, Professor of Finance, Cheung Kong Graduate School of Business

Gregory D Gibb, Chairman, Shanghai Lujiazui International Financial Asset Exchange Co. Ltd.

Fred HU Zuliu, Chairman, Primavera Capital Group 

MA Weihua, Chairman, Wing Lung Bank Ltd.; Former Executive Director, President and CEO, China Merchants Bank 

WANG Yincheng, Vice Chairman & President, the People’s Insurance Company (Group) of China Limited 

Moderator Xie Ping delivered a presentation on 

key issues outlined in the Boao Review and Lujiazui 

International Financial Asset Exchange Report on 

Internet Finance 2014: Toward Rational Exuberance. 

Key aspects of internet finance include the spirit of 

the internet, the transaction interface, low transaction 

costs, direct transactions (or disintermediation), and 

simplification and ease of use.

The moderator highlighted the use of applications, 

particularly mobile applications. Many services can be 

merchandised, such as carpooling applications to book 

taxis and timesharing of your house. Applications also 

hold the potential to change catering and hospitality 

services and provide downstream and distribution 

business with an opportunity to capitalize on new 

demand.   

Other key highlights from the report included Big 

Data and putting trust in computers (such as their ability 

to program themselves or to predict the probability that 

a borrower will default). Internet finance also enables 

transactions where strangers can lend to one and other. 

This lending, a P2P network, can yield a higher rate of 

return for lenders. Crowd Funding is another part of 

internet finance. 

After his presentation, moderator XIE directed 

specific questions to the panellists. WANG Yincheng 

addressed the essence of internet finance. He believed 

that it fosters the well-being of the people. It can lead 

to "a better life, a more convenient life; resolve more 

problems with less time." It will allow companies to 

better work with clients. In addition, Mr. MA Weihua 

and Mr. Fred Hu believe that traditional financial firms 

will increase their share of internet finance, driven by 

demand for services such as 3rd party payments, mobile 

internet services, and mobile banking and insurance 

products.

Mr. Gregory Gibb noted that there are three unique 

advantages internet finance has over traditional finance: 

lower transaction costs, higher returns on investment for 

wealth management products (made possible by wider 

participant of clients and the resulting liquidity creation), 

and optimal allocation of resources (e.g., tier 1 cities 

lending to tier 2-3 cities).

Regulation is one of the greatest challenges in 

internet finance, and it varies between countries. 

Currently, the U.S. has stricter regulations on internet 

finance and P2P financing. However, the U.K. and 

Australia do not have much regulation. Mr. MA Weihua 

suggested that the regulatory process in China should 

be changed slowly. However, there should be minimal 

standards such as forbidding illegal fundraising and use 

of public savings. Mr. Chen Long believes the US is not 

the tomorrow of China; to be on par with the U.S., China 

will need to drive toward deregulation and technological 

enhancements over the next century.

In conclusion, Mr. WANG Yincheng shared his 

experience from working in the insurance industry. 

Internet insurance has reduced costs by one-third, but 

most of their clients still rely on physical after-sales 

services, which require 33,000 people handling after-

sales service and claims management. 
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Micro and Small Business Finance: 
Asia’s Innovation and Practice

Moderator: 

BA Shusong, Deputy Director, Institute of Finance, State Council Development Research Center; Chief Economist, China 

Banking Association

Panelists

DONG Wenbiao, Chairman, China Minsheng Bank

HUANG Rong, Vice Chairman, All-China Federation of Industry & Commerce

YAN Qingming, Vice Chairman, China Banking Regulatory Commission

ZHU Hongren, Chief Engineer, Ministry of Industry & Information Technology

CHEN Zhiwu, Professor of Finance, Yale University School of Management, U.S.

HONG Qi, CEO, China Minsheng Bank (seated in audience) 

With burgeoning growth in micro-financing and 

small businesses, this session addressed innovation, 

practice, and successes to date in this area of business 

finance. Moderator Ba Shusong of the State Council 

noted that Asian countries, especially China, have 

been making progress in financing of micro and small 

business enterprises, or MSEs.

Models have been continuously changing, and 

MSEs face growing pressure along with parallel 

developments in internet technology. Yet MSEs are 

growing by leaps and bounds. Hong Qi, CEO of China 

Minsheng Bank, took this opportunity to introduce 

the bank's2014 Report on Micro and Small Business 

Finance. 

The report aims to: reinforce the political and 

regulatory support for MSE finance; share experiences 

among practitioners, including rural credit cooperatives 

and commercial banks; and shape a collective approach 

among MSE finance practitioners to emerging trends 

such as internet financing.

It was China Minsheng Bank's view that going 

forward more institutional policy innovators were 

needed, hence its report probing MSE financing 2.0. 

The report provides suggestions for sustainability and 

projections of forward-looking demand, small business 

models and parameters for risk control, including case 

studies and policy recommendations.

Last year, according to PBOC statistics, outstanding 

MSE loans reached RMB 14 trillion. The CBRC 

guideline is that loans to MSEs should be benchmarked 

against loan issuance in the preceding year and not 

allowed to fall below that. 

However, challenges remain. Not all policies 

issued, have been properly implemented; tax policy 

is inadequate; and promotion and education are not 

strong enough, leaving MSEs unaware of all the policies 

available to support their development. 

On the question of comprehensive solutions to 

MSEs beyond the issuance of credit, Prof. Chen Zhiwu 

of Yale University, referenced China Minsheng’s 

achievements. While financing is difficult all over the 

world, China Minsheng Bank has developed relevant 

programs over the past 20 years, providing financing 

to MSEs who did not have it before, and making it 

possible for some of these to go global. More such banks 

were needed, especially smaller community banks in 

underserved regions, because these are willing to serve 

businesses that are not taken care of by the big banks, 

and only 10% of those small banks have gone bankrupt 

over the past 20 years.

Dong Wenbiao, Chairman of China Minsheng, 

emphasized that it was important to avoid the wrong 

mindset which leads to wrong thinking and wrong 

conclusion. The MSEs honor credit the most. Not all 

entrepreneurs wish to enlarge their business, many are 

concerned with daily business and the daily economy. 

Chairman Dong declared internet banking to be 

simply a means of doing business that all banks are 

working on, including China Minsheng. He expected the 

collaboration of banking and IT experts would generate 

very good social benefits.


