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Preface
Boao Forum for Asia (BFA) is an important non-governmental 

platform for dialogs among these two economic sectors, Asian countries 
and emerging economies. This forum attracts government decision 
makers, business leaders and advisers to discuss the most pressing issues 
and challenges faced by these two economies. An annual conference is 
held each spring that features distinguished guests and representatives. 
This conference provides widespread coverage, extensive inclusion and 
representation, and considerable attention. In fact, this annual conference 
has become the top most platform for Asian countries and emerging 
economies to make their voice heard-an important window to be seen by 
the world.

Being a pragmatic think tank, BFA pools intelligence and insights from 
decision makers and decision-influencing advisers, who theoretically or 
practically discuss the landscapes, trends and prospects of macro economy 
around the world, Asia, and emerging markets, and express their opinions 
about industries, enterprises, and entrepreneurs. This conference is a 4-day 
feast of ideas, wherein, more than 2,000 participants brainstorm insights in 
profound and open discussions of more than 70 sessions and dialogs. More 
importantly, the thought and consensus from the guests and representatives, 
from this annual conference, will be discussed by the government and 
entrepreneurs, providing important and tangible contributions to a higher-
level of economic cooperation and integration in Asia.

Accordingly, BFA undertakes the mission and responsibility to gather 
these ideas and consensus, choose the best, and publicize these ideas, in 
order for the world to understand the thinking pulse of Asian countries and 
emerging economies. After more than a month of efforts, our colleagues 
at "PKU Business Review" cautiously and realistically selected "important 
and exciting" speeches that were given by hundreds of guests from dozens 
of sessions. The selected speeches that best complies with BFA’s purpose 
and represent the unique characteristics of the annual conference-together 
with comments-were compiled in "BFA Views", showing the complete 
presentation of the BFA Annual Conference in 2014.

With limited space, "BFA Views" hardly shows all the aspects of the 
forum. You are welcome to visit and bring your ideas here at BFA. We 
long for you to join us at BFA’s Annual Conference in 2015, to experience 
and take part in the feast of ideas from Asian countries and emerging 
economies, which will be held by the end of March at Boao, Hainan 
Province.

Secretary General, Boao Forum for Asia
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The recovery of the world economy remains full of uncertainties. The 
growth of Asia and emerging economies appears to be slowing down during a 
critical stage of reform. As such, a number of political leaders, business delegates, 
and academic scholars have gotten together at the Boao Forum for Asia Annual 
Conference 2014 to call for an intensified sense of reform, to discuss ideas for a 
new future, and to find the starting point for another round of reform in Asia. 

At the opening ceremony, Premier Li Keqiang stated in his keynote speech 
that development remains the top priority for Asian countries. China will always 
join hands with other Asian countries when it comes to opening up a new 
future for development in the region. Leaders of other countries present at the 
conference also stated their own opinions from different perspectives to identify 
the new drivers for Asia’s growth. 

Opening Ceremony



OPENING SPEECH

BOAO VIEWPOINT/010

Yasuo Fukuda, Chairman of the Boao Forum for Asia; 
former Prime Minister of Japan

Asia's economy is becoming increasingly significant on the 
world stage, and thus the responsibility of Asia is growing. In order 
to maintain stability and sustainable development in Asia, Asian 
countries should not care only about their own interests, but also the 
interests of the region and even the world as one unified economic 
entity.
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to protect the trust mechanism from further potential 
damage. I propose to act heart-to-heart and take mutual 
understanding and sincere communication as the basis 
from which to seek opportunities for cooperation. I 
hope that the Boao Forum for Asia become a significant 
platform where Asian countries stand heart-to-heart and 
cooperate closely. 

Leaders from many countries have attended the 
opening ceremony today. I am looking forward to 
your inspirational ideas about economic development 
throughout Asia, in other emerging countries, and around 
the world as a whole. 

Source: Opening Ceremony 

The principal objective of the Boao Forum for Asia is to achieve Asian economic 
integration. To this end, we must further strengthen mutual understanding and 
cooperation. For any cooperative organization, once its trust mechanism is damaged, 
there follows a definite loss of impetus for development.

The Boao Forum for Asia has arrived at the 13th 
year since its first annual conference, which was 
held in 2002. More than ten years of development 
and accumulation have turned it to one of the 
most influential economic forums in the world. 
It has effectively promoted communication and 
cooperation between Asian countries, as well as 
between Asia and the rest of the world. 

The theme for the annual conference this 
year is "Asia's New Future: Identifying New Driving 
Factors for Growth ". Late last century, many scholars 
in the economic sector had predicted that the 21st 
century would become Asia’s era. I believe that this 
era, our era, has arrived. Asia's economy is becoming 
increasingly significant on the world stage, and thus 
the responsibility of Asia is growing. In order to 
maintain stability and sustainable development in 
Asia, Asian countries should not care only about their 
own interests, but also the interests of the region 
and even the world as one unified economic entity. 

The principal objective of the Boao Forum 
for Asia is to achieve Asian economic integration. 
To this end, we must further strengthen mutual 
understanding and cooperation. For any cooperative 
organization, once its trust mechanism is damaged, 
there follows a def inite loss of impetus for 
development. Then comes the question that is how 

Asian Countries shall Act Heart-to-Heart
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Jointly Opening up a New Future 
for Asia's Development

Li Keqiang
Premier of the State Council of the People's Republic of China
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The Boao Forum for Asia has been held 12 times so far, and it 
has become an important platform with an Asian focus and a global 
vision. "Boao", the name of the forum, means "enchanting water 
and abundant fish" in Chinese, and as such it is also a symbol of the 
forum's fruitful achievements. Present at this year's annual conference 
are many heads of government from across Asia and Africa, and a 
great number of business leaders, think tank members, and media 
representatives. Friends, both old and new, are meeting here to 
discuss ways to boost the development of both Asia and the world. 
This exchange of views will create a new unified vision, and the 
increase of interactions will bring friends closer. I hope that you will 
all be fully engaged in the forum discussions and won’t hesitate to 
share your insights.

Our world today is undergoing profound changes. The 
international structure is facing new adjustments. Uncertainties and 
unstable factors affecting the global and regional environment are 
becoming more numerous, and as a result new and challenging issues 
emerge from time to time. The world is moving towards multi-polarity 
amidst twists and turns, causing the global economy to experience a 
profound adjustment. Developed economies have seen new changes, 
while emerging economies have encountered new challenges, and 
many countries are now on different economic trajectories. The global 
recovery has been a slow and difficult process for everyone, and the 
impetus for growth remains lackluster. To achieve strong, sustainable, 
and balanced growth is still a daunting challenge that faces us all.

Asia is at a crucial stage of development. As one of the most 

Ultimately, the key to solving Asia's problems 
lies in development. China is dedicated to forging 
ahead and sharing weal and woe with other Asian 
countries in a joint effort to open up a new future 
for Asia's development.
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dynamic regions in the world, it boasts one third of the global 
economic scale, is populated by over 4 billion people, and possesses 
an ample supply of labor force. It enjoys distinct advantages as a 
late comer, being able to observe development elsewhere, and has 
tremendous untapped potential for development. That being said, 
most Asian countries are developing nations, with low per capita GDP 
and uneven regional development. Over 700 million people in Asia 
still live below the international poverty line, leaving the continent 
faced with the huge challenge of growing the economy and improving 
people's livelihoods. Asian countries have to address both old 
problems and new ones. Ultimately, the key to solving Asia's problems 
lies in development. It is this that will change the world and shape the 
future. Development therefore remains to be the top priority of Asian 
countries.

Establish Three Asia Communities

To sustain its development momentum, Asia needs to first 
find a dynamic source of development so that it can explore new 
drivers. First, we should stick to the overarching goal of common 
development and build a unified Asian community based upon 
mutual interests. Second, we should foster an environment 
conducive to integrated development and form an Asian community 
based upon a common destiny. Third, we should maintain the 
general environment of peaceful development and build an Asian 
community of shared responsibilities.

To sustain its development momentum in the modern era, Asia 
needs to first find a dynamic source of development so that it can 
explore new drivers. The theme of the annual conference this year 
"Asia's New Future: Identifying New Driving Factors for Growth " could 
not be more relevant and as such is crucial to Asia and the rest of the 
world. Here, I wish to share with you my views as follows:

Firstly, we should stick to the overarching goal of common 
development and build a unified Asian community based upon 
mutual interests. In the age of economic globalization, no Asian 
country can achieve meaningful development when isolated from its 
peers. Still less can they pursue development as a "zero-sum game". 
Rather, with our interests closely entwined, we, the Asian countries, 
need to seek mutually beneficial cooperation where "one plus one 
can make more than two" and even produce a multiplying effect 
in which "two plus two makes more than four". The impact of the 

Comments 

“Three Communities” in Response 
to “Pessimistic Views”

In his speech, Premier Li Keqiang 
proposed for the first time the concept 
of “Three Asian Communities” in 
response to the pessimist ic views 
of the international community on 
emerging economies. What is the next 
step to find impetus for Asia’s growth? 
Premier LiKeqiang stated that it should 
be “mutual development, integrated 
development, and peaceful development”. 
Mutual development means to form 
a community with shared interests. 
Integrated development means to form 
a community with a common destiny. 
Peaceful development means to form a 
community with shared responsibilities. 
These three communities have inherent 
connec t ions.  T he key  to  mu tu a l 
development is the integration of economy 
under a peaceful environment resulting in 
a safeguard for economic integration. 

—Xiang Dong, Director of 
Research Office of the State Council
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international financial crisis still profoundly affects us and shapes 
our policies. Macro-policy adjustments made by developed countries 
have added complexity to the conditions necessary for development. 
Some Asian countries have experienced economic slowdown, 
rising inflation, and even capital flight and currency depreciation. 
Pessimistic views about the prospects facing emerging economies 
have resurfaced internationally. Faced with these new developments 
and new problems, the countries in Asia should continue to act in 
the spirit of solidarity in face of great difficulties, turn our economic 
complementarity into mutual support for each other's development, 
expand the convergence of our shared interests, and achieve mutually 
beneficial coexistence that results in prosperity for all.

In the past decade and more, intra-regional trade in Asia has 
grown from US$1 trillion to USD3 trillion, and its share of the total 
trade involving Asian countries has increased from 30% to 50%. Yet 
this is still far less than that of the EU. Regional economic integration 
is in the best interests of all Asian countries. We need to work in 
unison to promote trade liberalization and investment facilitation, 
while upgrading regional and sub-regional cooperation.

The negotiation surrounding the Regional Comprehensive 
Economic Partnership (RCEP) is Asia’s largest trade agreement 
negotiation to date, with the largest number of participating 
members. The RCEP aims for an integration of existing mature free 
trade areas. Being highly inclusive and based upon Asia's industrial 
structure, economic model, and social tradition, the RCEP is a phased-
in arrangement that accommodates member countries at different 
levels of development, and it does not exclude other regional trading 
arrangements. China will work with all other parties to accelerate the 
negotiation process. At the same time, the launching of a feasibility 
study on a Free Trade Area of the Asia-Pacific (FTAAP) may be 
considered in order to maximize the benefits of trade and investment 
in the Asia-Pacific region.

China takes an open position towards the Trans-Pacific Partnership 
(TPP). As long as the TPP is conducive to the development of global 
trade and the fostering of an equitable and open trading environment, 
China is happy to see its conclusion. We are committed to upholding 
the central role of the World Trade Organization’s (WTO) multilateral 
trading system in enhancing global trade development. Both the RCEP 
and the TPP should become important supplements to the multilateral 
trading system, and these two mechanisms should go hand in hand 
and ultimately reinforce each other. We hope that an agreement can 
be reached on the RCEP by 2015. As a Chinese saying goes, "When 
everybody puts wood on the fire, the flame rises high." As long as the 
Asian countries make concerted efforts, we can ensure that Asia will 
continue to serve as an important engine driving the global economy.

China will work with all 
other parties to accelerate 
the negotiating process of 
RCEP. The launching of a 
feasibility study on a Free 
Trade  Area of  the  Asia-
Pacif ic  (FTA AP) may be 
considered. China takes an 
open position towards the 
Trans-Pacif ic Partnership 
(TPP).
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Secondly, we should foster an environment conducive to 
integrated development and form an Asian community based 
upon common destiny. Economic integration is central to achieving 
unified and mutually beneficial development across Asia. Asia's 
beautiful future hinges upon not only the development of each and 
every country but, more importantly, the common progress of the 
whole region. As a Chinese adage aptly puts it, "A single thread cannot 
be spun into a cord and a single tree cannot create a forest." We, the 
Asian countries, need to deepen result-oriented cooperation across all 
fields, pursue integration through opening-up with one another, and 
develop through integrated and strengthened economic ties. We must 
seize the opportunity for innovation-driven development, and thus 
hold our destiny in our own hands.

Infrastructure connectivity is a basic condition for integrated 
development. Countries in the region should join hands and speed 
up infrastructure construction including rail, road, air, and water 
transportation. China is ready to work with countries involved in the 
drawing up of plans for building the Bangladesh-China-India-Myanmar 
(BCIM) Economic Corridor and also the China-Pakistan Economic 
Corridor, whilst upgrading the China-ASEAN FTA. China will continue 
to promote various important projects across the Silk Road Economic 
Belt and the 21st Century Maritime Silk Road. China is ready to engage 
in consultations with relevant parties inside and outside of Asia on the 
preparations for the Asian Infrastructure Investment Bank and hopes 
that the bank can be officially launched at an early date. 

Industrial complementarity is a key aspect of integrated 
development. Asian countries should take advantage of our 
geographical proximity to deepen cooperation across the upstream, 
mid-stream, and downstream industrial chains, and build an industrial 
network and economic system that draws upon our respective 
comparative strengths. The destiny of the Asian economy hinges on 
its reform, innovation, and structural adjustment. Asian countries need 
to ride the global trend of this new revolution technology, enhancing 
our exchanges, and drawing upon each other's experiences in order to 
advance scientific and technological progress and personnel training. 
Particular focus should be placed upon the opportunities afforded 
to young people, boosting the "new economy" by means of green 
development and environmental protection, and adequate utilization 
of the internet so as to seize an advantageous position in future 
development and raise industrial and economic competitiveness. This 
will not only increase the internal impetus for achieving sustained 
development in the region, but also create new opportunities for 
global economic recovery.

Comments 

RCEP will Become a Large Unified 
Market for “10+6” Countries

The regional cooperation in Asia 
currently adopts a “10+1” model, i.e., ten 
countries in the Association of Southeast 
Asian Nations with another one country 
or region. RCEP will become a large 
unified market for“10+6” countries, 
i.e., ten countries in the Association of 
Southeast Asian Nations plus China, 
Japan, South Korea, Australia, New 
Zealand, and India. It will play a 
positive role in the liberalization of 
trade investment and forming new 
drivers for economic growth in Asia. 
The conclusions found by RCEP should 
be promoted across the region in order 
to increase inter-regional trade in Asia, 
reduce the serious impacts caused by 
periodic vibration in the world economy, 
improve risk resistance capacity within 
Asia economies, and provide new drivers 
for the development of Asia economies. 

—Li Xiangyang, President 
of National Institute of International 
Strategy, Chinese Academy of Social 
Science
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Thirdly, we should maintain the general environment of 
peaceful development and build an Asian community of shared 
responsibilities. Regional turbulence courts disaster while stability 
in the neighborhood brings prosperity. Asia owes its progress to a 
peaceful and stable regional environment, and peace and stability 
are the fundamental safeguards for Asia's development in the coming 
years. Sixty years ago, China, India, and Myanmar jointly initiated the 
Five Principles of Peaceful Coexistence, which have become basic 
norms governing international relations between these countries. 
These principles embody oriental wisdom and represent a major 
contribution to human civilization, and it is evident that we should 
pass on the vision of peaceful coexistence from generation to 
generation. A close neighbor is better than a kinsman afar, and close 
neighbors can become best friends. To achieve peace and stability 
in Asia, Asian countries should work towards building consensus, 
take active efforts to achieve mutual goals, and jointly fulfill our due 
responsibilities. We should promote a dialogue for the maintenance 
of security, while also strengthening cooperative efforts on non-
traditional security issues, including disaster management, maritime 
search and rescue, counter-terrorism, and combating transnational 
crimes. It is also imperative that we actively explore the establishment 
of a regional security cooperation framework in Asia.

Here I wish to emphasize that China is committed to peaceful 
development. We pursue a neighborhood policy of building amity 
and friendship, and we are firm in our resolve to uphold China's 
territorial sovereignty. We also follow a clear-cut policy of seeking 
peaceful solutions to disputes. We will give full support to initiatives 
that help strengthen maritime cooperation, and we will not accept 
acts that undermine stability in the South China Sea, nor will we 
hesitate to take responsive measures. We Chinese believe in repaying 
kindness with kindness and meeting wrongdoing with justice. We 
value friendship and never treat friends unfairly, and we also stand by 
principles and firmly uphold our fundamental position. A peaceful and 
stable South China Sea is in the interest of all neighboring countries, 
including China. China is ready to steadily advance consultation on a 
code of conduct in the area within the framework of the Declaration 
on the Conduct of Parties in the South China Sea, and work with other 
countries to ensure peace, stability, and freedom of navigation in the 
South China Sea. China loves peace and cherishes development. It is 
ready to work with other countries in the region to build a peaceful, 
prosperous, and open Asia through the maintenance of peace, stability, 
and tranquility in our neighborhood by enhancing political mutual 

trust.

China is committed to 
peaceful development. We 
p u rs u e  a  n e igh b o rh o o d 
policy of  building amit y 
a n d  f r i en d sh ip,  a n d  we 
are f irm in our resolve to 
uphold China's territorial 
sovereignty. We also follow 
a clear-cut policy of seeking 
p e a c e f u l  s o l u t i o n s  t o 
disputes.
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Identify New Drivers for China’s Economy

China has set this year's target for economic growth at about 
7.5%.The Chinese economy has the necessary basis to continue 
its steady growth. To identify new driving factors for the growth 
of China’s economy, we will make efforts in the following three 
aspects: First, we will create impetus by deepening reform. Second, 
we will create impetus by adjusting structure. Third, we will create 
impetus by improving people's livelihood.

Asia's development is important to the future of the world, and 
China's development is closely bound to the rest of Asia.

To keep China's economy running within a proper range is both 
a basic target of China's current macro-control and its medium-to-
long-term policy goal. China has set this year's target of economic 
growth at about 7.5%. The word "about" indicates that there is room 
for flexibility. As long as there is fairly sufficient employment and no 
major fluctuations, the actual growth rate could be considered to fall 
within the proper range, and it may be slightly higher or lower than 
the 7.5% target. Statistics show that urban employment has continued 
to increase, individual income, corporate profits, and fiscal revenue 
have all registered a steady growth, overall consumer prices have 
remained stable, growth of electricity consumption by the whole 
society have started to rise and there have been positive changes 
in structural adjustment. The Chinese economy has gotten off to a 
stable and positive start. On the other hand, the upturn of the Chinese 
economy is not yet on a solid footing, and downward pressure still 
exists because difficulties in some fields must not be underestimated. 
These problems demonstrate the impact exerted on China by the 
complex international environment and also reflect the underlying 
problems regarding the economic slowdown that China faces.

Preparedness ensures success. Faced with this complex situation, 
we need to calmly assess recent developments and the current 
situation, stay focused, be prepared, and take initiatives as called 
for. In exercising macro-control, we will endeavor to strike a balance 
between aggregate supply and demand, focusing on the improvement 
of economic structure, ensuring proper policies for macro-control in 
the light of continually changing situations, and take targeted and 
differentiated measures as appropriate. Last year, we pursued creative 
thinking and methods in exercising macro-control and as a result 
gained new experience in this regard. We will not resort to short-

We will  not  resort  to 
short-term massive stimulus 
p o l i c i e s  j u s t  b e c a u s e 
o f  t e m p o ra r y  eco n o m ic 
f luctuat ions and we will 
p a y  m o re  a t t e n t i o n  t o 
development in the medium 
to long run, whilst striving 
for sustained and sound 
ec o n o m ic  d e ve l op m e n t . 
We have the capabilit ies 
and confidence to keep the 
economy functioning within 
the proper range.
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term massive stimulus policies just because of temporary economic 
fluctuations and we will pay more attention to development in the 
medium to long run, whilst striving for sustained and sound economic 
development. With all the established principles and policy options at 
our disposal, we can handle all possible risks and challenges. China's 
development is tremendously resilient. We have the capabilities and 
confidence to keep the economy functioning within the desired range.

There are conditions in place for the Chinese economy to achieve 
sustained and sound growth. China has a big mass of economy and 
large foreign exchange reserves. There is steady and coordinated 
progress emerging f ields of industrialization, IT application, 
urbanization, and agricultural modernization. Furthermore, the 
Chinese market has a broad space for improvements, meaning that 
there is much we can do to boost China's development. In particular, 
population in the central , western, and northeastern regions 
accounts for over 60% of the national total, so when we take this into 
consideration, the per capita GDP has just exceeded USD5,000. To 
narrow the gap between urban and rural areas, and among different 
regions, will unleash huge potential of growth. We have introduced a 
series of policies to advance reform, adjust structure, and benefit the 
people, and more such measures are under consideration. All these 
will help ensure steady growth.

Steady growth is possible only with a solid foundation just as 
long distance can be covered only by a vehicle with high-quality 
component parts. The Chinese economy has the basis for such a 
steady growth. It not only enjoys good conditions for maintaining 
medium to high speed growth in the time to come, but also an 
inexhaustible impetus for sustained development. Under the theme of 
identifying new growth drivers this year, we will make multi-pronged 
efforts in the following three aspects:

Firstly, we will create impetus by deepening reform. The 
market has huge vitality and the people have a wealth of creativity. 
We will work harder to streamline administrative processes and 
delegate more power to lower level governments. We will introduce 
a system of listing government powers, consider the adoption of a 
management model based upon a negative list approach, accumulate 
useful experiences through the development of the China (Shanghai) 
Pilot Free Trade Zone, and replicate it for use in other areas. This will 
help expand market access, foster a more open business environment, 
encourage fair competition, develop a law-based economy, unleash 
greater dividends of reform, spark social creativity, and stabilize 
market expectations.

Opening-up is also a kind of reform itself and can boost further 
reform. We will carry out a new round of opening-up at a high level. 
An important part of this endeavor is to further open up the services 

Comments 

Two Listing Systems are Expected 
to Make Three Achievements

The question of how to make the 
relationship between government and 
market more transparent has become 
a key question relating to the economy 
or even the overall reform of China. 
“Two listings” signify that the functions 
of government are expected to achieve 
three breakthroughs: 1. Transfer from 
numerous administrative approvals 
to negative listing management; 2. 
Establishment of listing system will 
separate government approval from 
market supervision benefiting the function 
of government changing from approval 
beforehand to effective, comprehensive, 
and authoritative market supervision; 
3. The implementation of two listings 
urgently requires the improvement of 
market economy under the rule of law, 
and new measures may be taken in the 
coming year or two. 

—Chi Fulin, President of China 
Institute for Reform and Development 
(Hainan)
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sector, including the capital market, for greater transparency. For 
example, we will actively create conditions to establish a Shanghai-
Hong Kong stock exchange connectivity mechanism, and further 
promote two-way opening-up and healthy development of the capital 
markets in the mainland and in Hong Kong. We will continue to raise 
the level and quality of opening-up through deeper integration with 
the international market.

Secondly, we will create impetus by adjusting economic 
structure. We will narrow urban-rural and regional development gaps 
and address the presently unreasonable industrial structure in order 
to push forward structural adjustments through structural reform. We 
will speed up efforts to improve the service sector, which is our weak 
link, extend the pilot VAT reform to postal, telecommunication, and 
other service sectors, use tax tools to develop producer and consumer 
services, and use more private capital to increase the supply of old-
age support, health, tourism, cultural, sports and other services. We 
will implement a new type of people-centered urbanization, address 
the bifurcation between urban and rural areas and within cities, and 
grant urban residency in an orderly manner to people located in rural 
areas who wish to move to the city. The government will increase 
support and use market tools to rebuild and revitalize more rundown 
areas this year. We will expand development from the coastal areas 
to the inland regions in a phased manner and nurture new economic 
support belts along the Yangtze River waterway and other important 
land transportation trunks. We will push forward the construction of 
rail, road, and other transport infrastructure in central and western 
regions to foster favorable conditions for industrial relocation. 
We will also promote the development of green industries, new 
energy sources, and energy-conserving and environmental-friendly 
technologies and products to foster new growth areas, and resolutely 
eliminate backward production facilities in this process to ease the 
resources and environmental constraints. We will increase the size of 
the national guidance fund for venture capital in emerging industries, 
leverage the role of innovation in spurring development, move 
industries up the value chain from low-and-medium end to medium-
and-high end, and raise the productivity of factors of production.

Thirdly, we will create impetus by improving people's 
livelihood. After all, the purpose of development is to improve 
people's lives. The 1.3 billion Chinese represent the largest consumer 
market and source of demand in the world. As these people's lives 

We will carry out a new 
round of opening-up at a 
high level.  An important 
part of this endeavor is to 
further open up the services 
sector, including the capital 
market.  For example, we 
will establish a Shanghai-
Hong Kong stock exchange 
connect ivit y  mechanism, 
and f urther promote the 
two-way opening-up and 
h ea l thy  d e ve lop m en t  o f 
the capital markets in the 
mainland and Hong Kong.
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improve, the domestic demand will play a greater role in driving 
economic growth, creating a cycle of improvement. We need to 
increase people's income as the economy grows, and so increasing 
employment rates and qualities is crucial for people's lives and the 
development of the country. We will implement a more energetic 
policy for employment and entrepreneurship and give greater fiscal, 
tax, and financial support and services to university graduates 
and unemployed people when they seek jobs or start their own 
businesses. We have substantially raised the limit of annual taxable 
income for small and micro companies eligible for halved corporate 
income tax from RMB 60,000 to RMB 100,000. We will also introduce 
more tax breaks to encourage individually-owned businesses and 
enterprises to hire more people, thus easing unemployment. We want 
to steadily raise people's incomes by creating more jobs and start-ups, 
which contribute to the economy. We will improve the social security 
system and public services so that people will have no worries, 
creating a safety net for society. We will take a comprehensive set of 
policies to boost consumer spending, raise people's spending power, 
increase consumption of goods and services and reduce circulation 
costs so that consumption can provide greater support for economic 
development.

Having registered rapid growth over the past three decades and 
beyond, the Chinese economy has entered a new stage of improving 
quality and performance. We need to overcome stumbling blocks on 
the way forward and make steady progress towards achieving our 
long-term goals. We will pool the courage, vision, and strength of over 
one billion people to write a new chapter in the story of this great 
nation and endeavor to realize the great Chinese dream of national 
renewal.

We live in an era of interdependence. Never has the world been 
as closely connected as it is today, and never has Asia needed mutual 
cooperation so much as it does today. The key is that success can 
only be achieved when the wisdom of all is pooled. Asian countries 
should work closely to uphold regional peace and stability, promote 
development in our region, build a common homeland for everyone 
to thrive, and contribute more to world peace, development, and 
cooperation. China will forge ahead and share weal and woe with 
other Asia countries in a joint effort to open up a new future for Asia's 
development.

Source: Opening Ceremony

Comments 

Shanghai -Hong Kong S tock 
E x c h a n g e s  C o n n e c t i v i t y 
M e c h a n i s m  i s  a  M a j o r 
Breakthrough in Opening-up of 
China’s Capital Market 

Premier Li Keqiang indicated in 
the speech that the Shanghai and Hong 
Kong Stock Exchanges will be connected. 
This information is of great importance. 
It represents a major breakthrough in the 
opening-up of China’s capital market, 
which will lay a sound foundation for 
further opening-up of China mainland’s 
capital market whilst also promoting the 
internationalization of the RMB. 

— B r i t i s h  B r o a d c a s t i n g 
Corporation
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Boao Forum for Asia (BFA) is a showcase of Asia 
to the world as Davos Forum. It is a pleasure for me to 
be the fourth among the Prime Ministers of Australia 
to attend this forum; and together with me is one of 
the largest delegations ever in the history of Australia, 
which reflects our open attitude. As Australia signs the 
FTA with Japan, we hope that the Australia-China FTA 
negotiations would accelerate. 

As Premier Li Keqiang noted, trade creates job 
opportunities and free-trade creates more jobs. The 

Australia-China Free Trade Agreement 
Negotiations should Accelerate

Tony Abbott, Prime Minister of the Commonwealth of Australia

It is hoped that Australia-China FTA negotiations 
can be accelerated as Australia signs the FTA 
with Japan.
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Asia-Pacific region, with a population above 1.5 billion, has 
reached a GDP of USD15 trillion. The center of the world 
economy is shifting to the region. 

Australia plays a positive role in this process, exporting 
coal, iron ore, natural gas and services. Australia has rich 
resources that can help ensure the security of Asia in 
terms of natural resources, grain and energy supply. By far, 
Australia is the largest exporter in the world for coal, iron 
ore and beef. By 2020, Australia is expected to become the 
world’s largest exporter.  

Reform makes China stronger and more prosperous. 
Australia and China should work together. We are here 
not only because it is necessary, but also because we love 
to do so. The Asia-Pacific region needs peace, mutual 
understanding, and trust. Participating the BFA is beneficial 
to reinforce the strategic partnership between Australia 
and China, which I personally think, contributes much to the 
prosperity of the region. 

Source: Opening Ceremony 

Australia has rich resources that can 
help ensure the security of Asia, in terms of 
natural resources, grain and energy supply.
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South Korea is Going Through a Major 
Economic Policy Transformation

Chung Hong-won, Prime Minister of the Republic of Korea

South Ko rea has i n i t iated a th ree -yea r  economic 
transformation plan by focusing on three core strategies, 
such as laying a solid economic foundation, promoting 
economic creativity, and fostering a balanced development 
between export and domestic demands, to carry out 
economic restructuring.

Asia has experienced exceptional developmental changes 
through its leaps and bounds over the past decades, making it a 
current engine for the world economy. By 2050, it is predicted that 
Asia will contribute as high as 50% to the world economy. Thus, it can 
be seen that Asia will play an increasingly bigger role in the future. For 
this to materialize, it is essential for Asian countries to work closely 
together.  

Given the uncertainties of the global economy, we cannot 
simply be optimistic about the future of Asia. Low growth rate, high 
unemployment, income inequality and environmental pollution, 
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energy crisis, and depleting resources are issues that we all need to 
face and address together. 

To overcome these issues, the Republic of Korea made significant 
adjustments on their views of development, especially on economic 
policies. Over a month ago, we promulgated a three-year plan for 
economic innovation. In the next three years we will focus on the 
three core strategies, such as laying a solid economic foundation, 
promoting economic creativity and fostering a balanced development 
between export and domestic demands, to carry out economic 
restructuring.  

To implement the first core, consolidating economic foundation, 
we will take measures, including raising the efficiency of the public 
sectors, ensuring fair market competition and improving the social 
security system.   

The second core is to promote economic creativity. To this end, 
we will set an online creative economic community which could 
help talents that have the expertise and innovative spirit to startup 
businesses. Furthermore, we will also form an offline center for 
creative economic innovation, aiming to create a good ecosystem 
for entrepreneurs. We will increase the share of R&D in GDP to 5% 
by 2017. We are making a radical overhaul of rules that hinder the 
development of emerging industries.  

Fostering a balanced development between export and domestic 
demands is the third core. To do so, we will expand the domestic 
demand, improve soft environment to attract investments, and raise 
employment opportunities for the youth and women. 

South Korea is willing to work with Asian countries and share 
economic development strategies for seeking mutual benefits and 
win-win situations. 

Source: Opening Ceremony 

South Korea will increase the share of 
R&D in GDP to 5% by 2017.
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Laos Needs External Economic & Technological 
Support to Expedite Opening-up Process

Thongsing Thammavong, Prime Minister of Laos

We have a vision of transforming a land-locked 
country into a land-linked country, promoting trade, 
cross-border transportation and people-to-people 
exchanges

Asia, which holds vast land areas and rich natural 
resources, has great potentials.  However, the widening gap 
in the region presents both challenges and opportunities. 
Despite the impact of global recession and financial crisis, 
some Asian countries have achieved rapid economic growth, 
making a significant contribution to the recovery of the 
global economy. Asia has developed to become a key engine 
for the world economy and a center for global economic 
cooperation and development in the 21st century. 

It is pleasing to see that China and ASEAN has 
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established a well-coordinated cooperation mechanism-a 
process where ASEAN marches towards its aim of creating 
an ASEAN Economic Community by 2015. This shows that 
ASEAN is expanding its economic cooperation with partners, 
including signing the Free Trade Agreement with China. 
ASEAN plays an increasingly important role in advancing 
Asian development, and safeguarding world peace and 
security.  

Laos has huge potentials , even though it is an 
inland country. The Laos government has adopted and 
implemented opening-up policies, proactively taking 
part in the regional and global integration process. In the 
meantime, we are trying to improve the transportation links 
between neighboring countries by investing on highway and 
railway construction projects. It is our vision to transform 
Laos from a land-locked country into a land-linked country, 
to promote trade, cross-border transportation and people-
to-people exchanges. In this aspect, we cry out for economic 
support and technological assistance from other countries. 
We will fully support the establishment of the Asian 
Infrastructure Investment Bank, as proposed by Chinese 
President Xi Jinping, which we think can play an important 
role in stepping up regional development. 

Source: Opening Ceremony 

We will fully support the establishment 
of the Asian Infrastructure Investment Bank, 
as proposal by Chinese President Xi Jinping, 
which we think can play an important role in 
stepping up regional development. 
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Africa has Become a Continent under the 
Rule of Law

Hage Geingob, Prime Minister of Namibia

Today, Africa has become a continent under the 
rule of law, instead of previously being a region 
replete with wars and conflicts. We welcome friends 
from all over the world to develop businesses in 
Africa.
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This is my first time to visit the Hainan Province of 
China, and it is my great pleasure to join all of you here 
in Boao Forum for Asia, a unique conference for Asian 
development. As a friend said, we must unite as we face 
certain difficulties; this can be set a good example for 
others.  

Namibia won its independence 24 years ago. Many of 
you here in BFA supported our struggle for independence. 
Since then, we have maintained peace and stability, while 
preserving economic independence and autonomy. Today, 
Africa is a continent under the rule of law, instead of 
previously being a region replete with wars and conflicts. 
Even though we face some challenges, we are making 
great efforts to address them in our own way. We benefit 
from our people by developing democracy and effective 
systems, making the most out of our various resources. We 
welcome all of you to come to Africa, and develop trade and 
businesses. I believe that Boao Forum for Asia will become a 
forum for both Asia and Africa.  

Source: Opening Ceremony 

Boao Forum for Asia will  become a 
forum for both Asia and Africa before long.
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Making Coordinated Efforts to Identify New 
Driving Factors for Asian Growth

Nawaz Sharif, Prime Minister, Islamic Republic of Pakistan

New driving factors for Asia growth: 1.Maintain peace 
and security; 2.Facilitate regional connectivity; 3.Assist 
developing countr ies with the transfer of technology 
throughout key fields; 4.Create opportunities for the youth; 
5.Increase investment in green energy technologies.

The social and political consequences of the recent global 
economic crisis and subsequent recession have not been limited to 
one region. These devastating events, whose effects have been felt 
across the entire planet, have taught us many lessons. One key lesson 
is that our destinies are linked together and that as a consequence 
development can only be achieved through coordinated efforts. 

Based on what we’ve leant during the process of overcoming the 
difficulties caused by this harsh economic climate, I believe that the 
following elements are the new driving factors for Asian growth: 

1.  Maintenance of peace and security in the region is critical 
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to economic growth as peace is closely related to development. In an 
economic environment where the whole world is interlinked, an armed 
conflict would be disastrous. As such, we must prioritize conflict 
prevention and conflict resolution. Our current peace mechanisms 
must be enhanced in order to ensure economic growth. 

2.  Regional connectivity needs to be an important driver of 
steady growth for developing countries throughout Asia in the coming 
decade. We must try to improve upon existing means of connection, 
particularly through established road, rail, and sea lines. Both Pakistan 
and China are determined to lead the efforts to create regional 
connectivity and we are working together to build the Pakistan-China 
Economic Corridor. The corridor will bring the economy of these two 
countries closer together in order to promote mutual development. 

3.  Investment in research and development, and therefore in 
the innovation of new technologies, is vital to the economic growth 
of Asia. Developing countries are often seen falling behind other 
countries in terms of technology. Accordingly, assistance in technology 
transference in key fields shall be provided as a means of aiding 
developing countries for the overall benefit of the region. 

4.  Youth is a promising resource for Asian countries. Miracles 
can happen if we can create opportunities for our youth. Our young 
people are hardworking, talented, and dynamic. In Pakistan, we have 
initiated a number of programs to help the youth, including offering 
scholarships for higher education and providing new ventures with 
access to easy loans. 

5.  We must increase investment in green energy technologies 
and pay more attention to maintaining a clean environment and 
promoting sustainable development. Faced with challenges from 
urbanization, Asian countries must reduce population pressure in a 
proper manner. 

Destiny brings us together. Let’s take coordinated efforts towards 
building regional harmony, learn to respect diversity, and pursue 
common development. I strongly believe that common prosperity is 
the real prosperity. 

Source: Opening Ceremony 

Both Pakistan and China are determined to 
lead efforts to create regional connectivity and we 
are working together to build the Pakistan-China 
Economic Corridor.
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Rise of China: the Core for 
Marching towards a New Asia

Kay Rala Xanana Gusmão, Prime Minister, the Democratic Republic of Timor-Leste

We believe that China will become the world’s largest 
economy within the next ten years. The rise of China and of 
Asia as a whole is beneficial to countries like Timor-Leste.

The theme for this year’s annual conference is “Asia’s New Future: 
Identifying New Driving Factors for Growth”. We will explore the 
driving factors for geopolitical transfer in this great era. Platforms for 
communications and dialogues similar to the Boao Forum for Asia are 
becoming more important than ever. We need to make sure that the 
coming transfer to Asia’s new future is peaceful and beneficial to all. 

Global economic and strategic focus is now transferring to Asia. 
In this changing Asia, the world’s financial centers include not only 
Hong Kong and Singapore, but also Shanghai, Mumbai, Jakarta, Tokyo, 
Seoul, and Shenzhen. Asia is the engine driving the production and 
consumption of goods worldwide. It is becoming the focus of the 
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whole world in terms of geopolitics as well. The transfer of focus 
towards Asia is also accelerated by an observed moral deficiency and 
failure in global financial systems as revealed by the 2008 global 
economic crisis. 

The rise of China is central to Asia’s climb to the center of the 
world. China’s accomplishments are amazing and admired. China 
boasts prominent leadership, as well as time-honored history and 
diverse cultures. China also makes the best of people’s power. We 
believe that China will become the world’s largest economy within 
the next ten years. The progress and modernization of China, which 
has already become such a great power, will be world-shaking and 
will bring about a process of harmonious development and common 
prosperity to the world. The rise of China and Asia is beneficial to 
countries like Timor-Leste as well.

Nevertheless, we must also be aware of certain challenges that 
lie ahead. For example, imbalanced growth is seen in some economies 
where extreme poverty still exists and where imparity is aggravating. 
These issues have seriously threatened our social structure and 
economic development, creating a cycle whereby poverty hinders 
development. The Asia-Pacific region houses almost two thirds of the 
world’s poor, and as such it lacks infrastructures like developed road 
networks, energy distribution, and electricity facilities. This is the 
most challenging problem facing the Asia-Pacific region, especially 
throughout inland countries. 

The growing importance of geopolitical conflicts in this region 
shall not be ignored. Certain countries are seeking an expansion of 
national defenses when marching toward prosperity. As a result, 
we must establish a new way of contact with the world based upon 
mutual benefits and international laws rather than wealthy and 
powerful countries blindly seeking self-interests at the expense of 
others. 

We are in need of dialogue platforms similar to the Boao Forum 
for Asia more than ever before, to promote mutual respect and 
develop friendship. I believe that a new Asia notable for its peaceful, 
stable, and mutual prosperity is a dream that is bound to come true. 

Source: Opening Ceremony 

Platforms for communication and dialogue 
similar to the Boao Forum for Asia are becoming 
more important than ever. We need to make sure 
that the transfer to Asia’s new future is peaceful and 
beneficial to all.
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The Asia-Pacific Prosperity Community Needs 
Russia’s Involvement

Arkady Vladimirovich Dvorkovich, Deputy Prime Minister, Russian Federation

Russia has made great contributions to solving various issues 
in the Asia-Pacific region, such as energy, food, economic 
security, and emergency response, and it is willing to devote 
more efforts in the future. 

The promotion of multi-level cooperation with Asia-Pacific 
countries is a priority for Russia when participating in regional 
affairs, as indicated in a guideline proposed by President Putin. 
Russia is a large country and 70% of its land lies in Asia. Therefore, 
Russia takes the Asia-Pacific region as a priority for development, 
thereby facilitating developmental progress in Siberia and the Far-
east. Meanwhile, the establishment of the Asia-Pacific Prosperity 
Community also requires Russia’s involvement. Russia has made great 
contributions to solving various issues in the Asia-Pacific region, such 
as energy, food, economic security, and emergency response, and is 
willing to devote more efforts in the future.
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The Eurasian Economic Union, established by Russia, Belarus, 
and Kazakhstan, will open up new opportunities for the overall 
development of the Asia-Pacific region. Russia is a great power in 
terms of energy production and as such it can secure a steady energy 
supply to other countries. Russia’s cooperation with China in the 
energy field is growing the fastest. In 2013, Russia exported 15.75 
million tons of crude oil to China through the China-Russia crude oil 
pipeline. Cooperation between the two countries in electricity and 
coal sectors is also growing. 

Food security is of practical significance to many countries in 
the Asia-Pacific region. By 2020, the annual crop output in Russia will 
reach 120 million to 125 million tons, of which 30 million to 35 million 
or even as much as 40 million will be exported. 

Moreover, Russia has made huge efforts to build road, railway, 
aviation, and sea transportation infrastructures in order to achieve 
diversified routes of transport and logistics. Russia has started to 
reconstruct the Siberia railway and Baikal Amur Mainline. In addition, 
Russia has committed to reviewing a project related to further 
exploration of the Northern Sea Route. All of these projects, once 
completed, would constitute a new transportation corridor more 
beneficial for connecting the economy within Eurasia. 

Russia has opened its capital market to Asian countries and will 
exploit its strength in science and technology by establishing an Asia-
Pacific research center, thus making full advantage of its academic 
institutes and colleges. Russia intends to make new and practical 
contributions to regional cooperation with mutual benefits so as to 
secure sustainable development of the Asia-Pacific countries in a 
stable and harmonious environment. 

Source: Opening Ceremony 

The promotion of multi-level cooperation with 
Asia-Pacific countries is a priority for Russia when 
participating in regional affairs, as indicated in a 
guideline proposed by President Putin.
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Dealing with Imbalanced Development and Promoting 
Green Growth

Vu Duc Dam, Vice Prime Minister, Socialist Republic of Viet Nam

I f economic growth results in the exhaust ion 
of natu ra l  resources, the dest ruct ion of our 
environment, and causes global instabil ity, this 
imbalanced development will cost us a higher price 
in future.

People keep talking about the amazing and surprising toughness 
Asia has demonstrated during its economic recovery, as well as the 
various reform measures it has taken following the financial crisis. The 
recent crisis has shown that the prominent way of economic growth, 
which is mainly based on natural resources and capital, needs to be 
changed. Now, the reinforcement of competitiveness is considered a 
top priority and in a globalized world, we must link competitiveness 
with sustainable development. 

Asian people must understand that if economic growth 
results in the exhaustion of natural resources, the destruction of 
our environment, and causes global instability, this imbalanced 
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development will cost us a higher price in future. 
However, it must be noted that sustainable development in Asia 

and the rest of world can only be realized through green growth as a 
means of bringing better life to all. 

Reality has told us that if we want to find a new way of 
development, innovation needs to be promoted. We must take 
technological innovation as key diving factor for our growth. The 
innovation capability of each individual, as well as the power of 
science and technology, shall be fully used so that the social and 
natural potential can be tapped to the greatest extent. 

Many people propose that in such an interlinked world as we live 
in today, new technologies and innovations should be shared openly 
and widely so that everyone can participate in this process. We should 
also realize the significance for Asia to participate in and spread new 
technologies. Asia has enormous opportunities and a vital duty to 
keep growing, not only for the sake of ourselves, but also to deal with 
the problems facing all human beings. 

Last but not least, I’d like to emphasize Asia’s future and the 
new driving factors fuelling its growth will only be meaningful if 
we can maintain political stability, and also establish and reinforce 
an internationally harmonious and cooperative environment. Every 
state, large or small, rich or poor, needs peace and stability. Peace is 
based upon mutual benefits, shared responsibilities, mutual respect, 
and trust. Cooperation is of the greatest significance. Only through 
cooperation can we achieve sustainable economic growth in Asia 
and the rest of the world. The government of Viet Nam and the 
Vietnamese people are willing to cooperate with all countries in the 
world to make this happen. 

Source: Opening Ceremony 

Asia’s future and the new driving factors 
fuelling its growth will only be meaningful if 
we can maintain political stability, and also 
establish and reinforce an internationally 
harmonious and cooperative environment.
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Sub-forum : APEC : for a New Future of Asia



Sub-forum : APEC : for a New Future of Asia

The annual conference held this year covers an array 
of topics centered on three major ideas, namely, reform, 
innovation, and sustainable development. Fifty-seven formal 
discussions have been held in total, comprised of 30 sub-forums, 
8 closed-door meetings, 7 breakfast/luncheon/dinner sessions, 
4 dialogues, 4 round table discussions, and 4 TV debates. In 
addition, 9 evening talks have been arranged for the first time in 
order to facilitate interaction and discussion in a more relaxed 
way. 

“The New Future of Asia” program has inspired a lot of 
ideas at this annual conference concerning potential ways to 
rebuild competitiveness in Asia and its emerging economies, and 
to elicit a response to Asia’s new future. Mr. Zeng Peiyan, Vice 
Chairman of the Boao Forum for Asia and former Vice Premier 
of the State Council of China, stated that to share domestic 
demands is a realistic method for economic transformation in 
Asia. Meanwhile, other guests disclosed additional information 
such as announcing that the preparation of an Asian 
Infrastructure Investment Bank is underway, and that a Free 
Trade Area of the Asia-Pacific shall be initiated expeditiously.
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Sharing Domestic Demands is a Practical Choice 
for Asia’s Economic Transformation

Zeng Peiyan, Vice Chairman of the Boao Forum for Asia; former Vice Premier of the State Council

Asian economies should make an effort to lay down these three foundations: Firstly, a 
unified institutional arrangement on trade; secondly, an interconnected infrastructure; thirdly, 
an innovative cooperation on finance.

Seeking to achieve a sustainable economic 
development in Asia still remains as the theme of Boao 
Forum for Asia-particularly due to the slow economic 
growth, currently seen in Asia and its emerging 
economies.

In the past decade, Asia has witnessed miracles 
during the phases of its economic development, which 
become an important engine for driving economic 
growth into the region and even across the globe. Asia 
has become the third largest economic plate, next to 
North America and Europe, with an economic aggregate 
of USD 20 trillion. In the future, Asia will maintain its 
good development momentum and become the most 
vigorous economic region worldwide.

Asia is still confronted with challenges and 
difficulties. At present, developed countries carry 
out economic rebalancing strategies, exerting its 

intended effects on the external demands 
of Asian economies, by way of reviving the 
manufacturing industry. Hence, this shows 
that an export-oriented growth mode will 
be increasingly dif f icult to sustain. This 
situation prompted Asia to undergo economic 
transformations, changing Asia’s reliance 
on external demands in the past towards 
expanding domestic demands in the future.

After some time, countries and regions 
will still have dif f iculties in ef fectively 
stimulating domestic demand. Under such 
circumstances , establishing a common 
regional  marke t  wi th complementar y 
resources and domestic demand sharing is a 
practical choice to support Asia’s economic 
development transformation.
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For this reason, Asian economies should make 
an effort to lay these three foundations, explained as 
follows.

Firstly, a unified institutional arrangement for 
trade. All market barriers must be removed to be able 
to establish a common regional market. A unified 
institutional arrangement for trade should be formed 
to deal with Asia’s current situation to promote a 
regional, sub-regional and multilateral trade investment 
process. Expanding trade and investment will stimulate 
endogenous market development, region-wide. While 
effectively promoting and releasing the driving force for 
expanding employment, efforts should be made to help 
Asia change from being a global market producer to 

attaining a dual producer-consumer identity, 
making it possible for Asia to grow in the third 
consumer market, next to Europe and North 
America.

In fact, Asia has already taken a solid 
step in this regard. Over years of development, 
the ASEAN Free Trade Area continuously 
progress every day. Since the founding 
of the China-ASEAN Free Trade Area, the 
trade volume of these two areas has been 
achieving an annual increase of 20 percent 
or more. RCEP negotiations have been 
progressing smoothly and it is expected to 
be concluded in 2015. The Free Trade Area 
in North-East Asia has been launched. The 
free trade areas mentioned above provide a 
feasible institutional framework for Asia to 
further deepen its economic and partnership 
ties, building a large consumer market. In 
the future, we should avoid political fetters 
and interference, accelerate the negotiation 
process, build a consensus, and gain more 
achievements. These free trade areas should 
be balanced and connected, creating good 
conditions for forming a big market in Asia.

>> Outside Voice

Making joint efforts to build a common regional 
market, with complementary resources and internal 
demand sharing, is a practical choice to support Asia’s 
economic development transformation in the future.

Infrastructure, a Key Area for Abroad Investment Cooperation

With the continuous development and deepening of regional economic integration, there will be an 
increase on demand for trans-regional interconnected infrastructure, which has become a priority area 
and key orientation for sub-regional trade cooperation. In the future, China will gradually strengthen its 
cooperation for foreign investment, a key point that focuses on infrastructure. The Chinese government 
will uphold the opening-up policy, encourage and support its enterprises to deepen their cooperation with 
other countries in the fields of infrastructure investment and construction, and share the benefits from the 
development.

—Zhang Xiangchen, Assistant Minister of Commerce Department
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Secondly,  in terconnec ted in f ras t ruc ture . 
Accelera t ing ne t work cons t ruc t ion on A sia ’s 
in f r as t ruc tures  is  a  mus t  in  o rder  to  real ize 
interconnectivity and establish a unified market. 
Infrastructure construction itself can bring more 
domestic demand and issue dividends. It can be 
seen that Asian infrastructure flourishes to meet the 
needs of a rapidly developing economy. In the next 
10-20 years, there will be a huge demand in energy, 
transportation, logistics, information and other aspects 
of infrastructure. The demand will continue to rise, as 
regional trade volume increases.

Interconnected infrastructure requires stronger 
coordination, which is prioritized in different countries 
and regions. All economies should take regional 
development into consideration when stipulating 
their  own development plans and s tandards . 
Interconnectivity with other economies should also 
be considered to prevent redundant construction, 
interconnectivity issues and low efficiency. Hence, we 

should set up a mechanism for coordinating 
interconnectivity.

Thirdly, innovative cooperation on 
finance. Asia has been going against common 
sense; on one hand , many developing 
economies are short of construction funds; on 
the other hand, some economies have large 
amounts of foreign exchange reserves that are 
invested in treasury markets of Europe and the 
US at low interest rates. If these demands and 
supplies can meet, financial support can be 
provided for developing the Asian economy.

In recent years, related parties have 
been exploiting some of these aspects. For 
example, China advocated on building an 
Asian Infrastructure Investment Bank, aiming 
to effectively use the capital within the region 
in a commercial way, through multilateral 
construction. This move has gained active 
response from related countries. Asia should 
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also make efforts to develop a bond market, in order 
to support the capital requirements of the region, 
minimizing the necessity of obtaining financing 
from other countries. Meanwhile, social investment 
should be encouraged, by investing in infrastructures 
through PPP. As a whole, it is expected that more 
similar arrangements will be put in place connecting 
regional capitalization with construction.

Besides construction financing, Asian economies 
should work hand in hand to safeguard its regional 
financial market stability. Various kinds of currency 
and fiscal cooperation should be carried out to 
maintain a stable regional financial market and 
strengthen its capability to mutually withstand 
external risks. A case in point is to enlarge the 
currency swap, carry out direct currency trading and 

utilize regional capital on trade settlement.
A l l  par t ies in A sia should implement 

agreements made by consensus, peacefully deal 
with related disputes and effectively manage 
divergence, creating a good environment for the 
stable development of the Asian economy. Practical 
cooperation should carried out in many aspects, 
comprehensively promote the economic integration 
of Asia, and realize an inclusive and win-win 
development. This is also the purpose of our 
Boao Forum for Asia. Thanks to our joint efforts, I 
believe that Asia will not only overcome its current 
difficulties and challenges, but also win a new 
round of economic boom.

Source: Sub-forum 13–Reform: Remolding the 
Competitive Edges for Asia and Emerging Economies

Investment Banks are Helpful in Achieving the Economic Integration of Asia

By establishing an Asian Infrastructure Investment Bank, the Asian economy will prioritize on the Eurasian 
Land Bridge, Trans-Asia Railway and Highways, as its main infrastructure projects. Efforts should also be made in 
accelerating regional interconnecting construction programs, in order to steadily promote the construction of the 
Nanning-Singapore Economic Corridor, BCIM Economic Corridor, and China-Pakistan Economic Corridor. Focus 
should also be set on accelerating regional cooperation, such as GMS cooperation, Northeast Asia Cooperation, 
ASEAN integration, and Shanghai Cooperation Organization to finally achieve the economic integration of Asia.

—Huang Zhiyong, Associate Dean of Guangxi Academy of Social Sciences
 
International Infrastructure Interconnectivity Drives China’s Enterprises to Go Global

International infrastructure interconnectivity has a practical significance and will become a major force in 
promoting China’s enterprises to go global. Implementing these strategies means carrying out constructions on 
infrastructure, such as roads, railways and shipping. This undoubtedly brings huge market opportunities to China’s 
contracting enterprises.

—Diao Chunhe, Chairman of China International Contractors Association

>> Outside Voice
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When US exited from QE, countries started to 
tighten their fiscal policies, resulting to a fragile 
economic recovery. In the near future, economic growth 
will rely on both investment and innovation. Regarding 
the former, investing on infrastructure places is 
significantly important, which currently lacks the ability 
to mobilize, rather than fund.

Asia Investment Bank is Making Active Preparations

Lou Jiwei, Minister of Finance

A Preparatory Group and its related mechanisms have been 
established. Intergovernmental Memos are being prepared, striving 
to be completed this autumn.

The Asian Infrastructure Investment Bank refers 
to a regional, multilateral infrastructure development 
bank, which is mutually funded by many countries. Its 
initial capital will be set at USD 50 billion. 

During the East Asia Summit last year, 
Chinese President Xi Jinping and Premier 
Li Keqiang proposed to build an Asian 
Infrastructure Investment Bank. We are making 
active preparations and related mechanisms 
that have already been established. We should, 
first and above all, seeking advice from the 
“10+1” (10 ASEAN countries plus China) or 
China-ASEAN and gradually enlarge its scope 
towards the rest of Asia. Intergovernmental 
memos are being prepared and we will strive 
to complete this by autumn; after which, the 
drafts will be further revised in an attempt 
to rapidly build the infrastructure investment 
bank.

The Asian Infrastructure Investment 
Bank refers to the regional , multilateral 
infrastructure development bank, which will 
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be mutually funded by many countries. The bank will have an 
initial capital of the USD 50 billion, and will later be increased, 
as the bank develops. Generally, in the first round, the World 
Bank and Asian Development Bank will make a 10 percent 
subscription. Financing will be carried on by way of debts.

In this case, we will help establish a trust fund and 
invite private sectors to participate by promoting PPP 
projects. We should also publicize PPPs in China and reform 
to introduce social capital into infrastructural construction 
and operations for public services. In coordination with the 
Asian Infrastructure Investment Bank, PPPs will promote the 
interconnectivity programs among countries and regions in 
Asia.

Source: Sub-forum 10 – APEC: for a New Future of Asia

Asia Investment Bank is Making Active Preparations
AIIB Set to Facilitate RMB to Go Global

Advocating the establishment of the Asian Infrastructure Investment Bank is another measurement for China to 
actively participate in the international financial system, after its initiatives to set up BRICS Development Bank and 
SCO Development Bank. This also shows China’s attempt to play a role on capitalization for international finance, as 
its diplomatic strategy. What’s more expected is that once the Asian Infrastructure Investment Bank sets up and starts 
its business, this bank will become an institutional guarantee for the internationalization of the RMB and facilitating 
RMB to go global.

—Li Wei, Associate Professor of the School of International Studies, Renmin University of China 

Turning Asia’s High Savings into High Investments

The “research on how to turn Asia’s high savings into high investments” is expected to be one of the tasks 
considered during the preparation and establishment of the Asian Infrastructure Investment Bank. Asian countries 
have not experienced money shortage, and they have a high savings rate. They lend money to developed countries 
and the most typical country is China. China has lent more than USD 3 trillion to other countries, despite funding its 
own construction requirements. It is a pity that China failed to make good use of its capital.

—Zheng Xinli, Executive Vice President of the China Center for International Economic Exchanges

>> Outside Voice
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Over years, the Asia-Pacific economy has enjoyed 
sustained growth with great potentials . At the 
same time, we also face a variety of difficulties and 
challenges, which can be summed up in three aspects: 
Firstly, free-trade zones mushroom as globalization 
develops. Economic cooperation in the Asia-Pacific 
region is standing at the cross roads, and we are going 
to make vital decisions for this issue. Secondly, the 
current mode of development cannot cope up with the 
changing circumstances, and thus, we need to find a 
new growth engine. Thirdly, handicapped with a weak 
infrastructure and poor interconnection access, the 
development process of the Asia-Pacific region has 
encountered bottlenecks in many aspects.

China has assumed chairmanship of the APEC 
and proposed the APEC theme for 2014, “Shaping the 
Future through Asia-Pacific Partnership”. We also have 
three major topics that respond to the three challenges 
mentioned above. We will focus our discussion on 
“regional economic integration”, “promoting innovation 
and reform for better economic development” and 

FTA AP Needs to Accelerate Its Pace

Li Baodong, Vice Foreign Minister

The vision of establishing the FTAAP was unveiled ten years ago. Now, it’s time to take 
action. This year, we should start the FTAAP process.

“strengthening connectivity across the board”.
I wish to use the four letters of APEC 

to elaborate China’s visions for the APEC 
and the development of the Asia-Pacific 
region in the future. “A” stands for Aspiration. 
We are committed to establishing an Asia-
Pacific community. “P” stands for Partnership. 
China is committed in building a future-
oriented Asia-Pacific partnership. “E” stands 
for Engine. China is committed in upholding 
the Asia-Pacific region as a major engine 
of world economic growth. “C” stands for 
Cornerstone. China has been committed to 
consolidating the cornerstones of the Asia-
Pacific economic region for many years. A 
sustainable developing economy has both 
great potentials and a number of difficulties 
and challenges. These are: firstly, with the 
deepening of globalization, regional free trade 
areas have mushroomed. APEC is faced with a 
crucial choice on the crossroad; secondly, the 
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current mode of development cannot adapt with new 
economic trends, and thus needs new economic spin-
offs; thirdly, handicapped with weak infrastructures 
and interconnectivity defects, the development of 
the Asia-Pacific economy encountered bottlenecks in 
many aspects. As 2014 entered, China assumed the 
chairmanship of APEC and proposed the APEC theme 
for 2014, “Shaping the Future through Asia-Pacific 
Partnership.” In order to cope with the three challenges 
mentioned above, three topics have been set as 

cornerstones of the process.
Currently, the multilateral trade system 

is confronted with dif f iculties. Regional 
economic cooperation in the Asia Pacific has 
entered a crucial stage. APEC should play a 
leading role and coordinate the Asian region 
by showing its courage and ambitions. On 
the basis of achieving the Bogor Goals, a new 
vision should be set for regional economic 
integration, leading a new orientation for the 
Asia-Pacific economic cooperation in a later 
stage of the Bogor Goals.

The vision of establishing the FTAAP was 
unveiled ten years ago, which was written in 
the Leaders' Declaration eight years ago. We 
have already spent a long time discussing it. 
Now, it’s time to take action. We believe that in 
this year, we should start the FTAAP process. 
This is the grand objective that the APEC will 
be achieving this year.
Source: Sub-forum10 – APEC: for a New Future of Asia

The four visions for the future of the Asia-Pacific 
region can be expressed by "APEC", which stands for 
Asia-Pacific Economic Cooperation, but could also be 
said to stand for Ambition, Partnership, Engine, and 
Cornerstone.

Too many regional talks complicate FTAAP

The Free Trade Area of the Asia Pacific (FTAAP) is complicated by too many bilateral and trilateral FTA 
negotiations, in addition to talks regarding service, environmental products, and technology. Each regional talk 
should be concluded before information and data are exchanged and integration is made in order to build a large-
scale FTAAP.

—Ed Fast, Minister of International Trade, Canada

>> Outside Voice
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The Free Trade Agreement (FTA) talks between 
China, Japan, and South Korea partners with mutual 
understanding of economy, trade, and investment see 
progress in spite of numerous barriers in areas such as 
commodity trade, service trade, investment rules, and 
political barriers. If the talks produce an agreement, 
the FTA between the three economies will be the third 
largest economic and trade area in the world, following 
the North American FTA and that of the EU.

The FTA will help us build a more diversified 
and multilateral trading landscape. As an important 
cornerstone to drive global trade, it will enable the FTA 
to extend into a multilateral or global trade framework.

More freedom in trade is the key for Asia to utilize 
a stronger, more powerful engine in order to drive its 
future growth. Only a more transparent trading system 
with increased freedom can provide a wider array of 
benefits to across the Asian continent.

Free Trade is a New Drive of Asia's Growth

Han Duck-soo, Chairman of the Korea International Trade Association; 
former Prime Minister of the Republic of Korea 

More freedom in trade is the key for Asia to start a new engine to drive its future growth. 
Only a more transparent trading system with increased freedom can provide a wider array of 
benefits to across the Asian continent.

Regional Comprehensive Economic 
Partnership (RCEP) is an important proposal 
be t ween 16 count r ies  w i th  d i f f e ren t 
cultural contexts and at economic stages 
of development. If brought to fruition, it 
will cover about 3.5 billion people and have 
a combined GDP of up to USD23 trillion, 
approximately one third of the entire world’s 
GDP. Moreover, its coverage will make it 
the largest free trade area in the world. A 
fused economy, if possible, would become 
a tremendous force capable of stimulating 
growth and integration across the entire 
region.

The multilateral trading mechanism 
should be specific, effective, and diversified. 
Regarding the multiple mechanisms of trade 
cooperation in Asia and the world, three 
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TPP is "vanity"

Since the beginning of TPP talks, the USA has applied different standards to different members-drawing Japan 
and South Korea closer, while polarizing the ASEAN member states and excluding China from the partnership. This 
has resulted in a significant deleterious impact upon the regional cooperative landscape, which was dominated by 
China. However, TPP is mere "vanity" due to its considerable defect in high standards, as well as its inability to 
address the complicated expansion of the market in the near future.

If China-Korea, China-Japan, and China-Japan-Korea are an ideal model of cooperation, our ultimate 
objective will be in upgrading the present "10+1" model to a "10+3" model between these nations and ASEAN, which 
would be the initial form of an integrated Asian economy. The dispute regarding whether China or Japan would 
dominate the process no longer exists. If China sees smooth economic growth, a stable peripheral diplomacy, and 
a sufficient pool of international talent over the next decade, a model can be created for Asian integration, from 
the expansion of the market and industrial connections, through advanced cooperation the areas of finance and 
currency, to a rounded and unified framework.

—Huo Jianguo, President of the Chinese Academy of International Trade and Economic Cooperation in the 
Ministry of Commerce

understandings should be identified:
1. Regional and bilateral FTAs should develop in a 

more sophisticated and balanced way. 
2. An open attitude should be embraced when it 

comes to different cooperation mechanisms. China, being 
interested in a Trans-Pacific Partnership (TPP), shares 
a common interest with the USA, which is interested in 
the creation of RCEP. As either TPP or RCEP can be the 
stepping stones for the development of the entire Asia-
Pacific region, strategic cooperation is quite possible in 
the future. 

3. The World Trade Organization ( W TO) will 
remain indispensable. It's large enough to cover most 
countries in the world, and should play an important 
role in developing rules and providing mechanisms for 
dispute settlement.

Source: Sub-forum 4 – Regional and Multilateral: Conflict 
or Complement?

>> Outside Voice
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The existing global credit rating system does not 
work well, as evidenced through its performance in the 
global financial crisis of 2008, and in subsequent years.

The failure comes down to three contributing 
factors: 

1. The Big Three credit rating agencies degraded 
the ratings of some countries and regions suffering from 
financial crises even though they were in fact stable, 
thereby making the crisis even more serious.

2. The existing credit rating system is inefficient, 
incomplete, and inaccurate in driving economic growth. 
For example, it neither includes the Islamic world, 
which contributes substantially to the global economy, 
nor Small Market Economies (SMEs). As a result, it does 
not steer funds to where they are really needed.

A New Asian Credit Rating System 
should be Built as Soon as Possible

Dominique de Villepin, former Prime Minister of France; Chairman of the 
International Advisory Board of Universal Credit Ratings Group (UCRG)

Asian countries should lead a reform of the global credit rating system. Asia should build 
its credit rating system as soon as possible instead of learning from the bitter experience that is 
a new economic crisis.

3. The existing credit rating system 
has political bias. For example, is it fair for 
international agencies to degrade the rating 
of Russia on the grounds of the Ukraine crisis? 
Another example is Pakistan, which has never 
been correctly rated by the agencies due to 
political perceptions, and as such we can not 
adequately assess its economy.

The above defects demonstrate the 
vulnerability and justify the reform of the 
existing global credit rating system. The 
reform should follow three guiding principles: 
more diversification, more supervision, and 
more efficiency.

Asian countries should lead the reform of 
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should develop its credit rating system as soon 
as possible instead of wasting time and learning 
from the bitter experience of an entirely new 
economic crisis.

Source: Sub-forum 19 – Reformation of Global 
Credit Rating System

More competitors are required to reform the international credit rating system

At present, the international credit rating market is monopolized by the Big Three agencies-S&P, Moody's, and 
Fitch Ratings-which account for 96% of all credit ratings in the world. This lack of objectivity and diversity explains 
why it's important to introduce competition to reform the existing international rating system. It is expected that 
regulatory authorities would open up the credit rating industry, bring in diversified credit rating systems, and lower 
the threshold of entry. The dual credit rating regime proposed by the Universal Credit Rating Group (UCRG) will 
help improve the transparency of the credit rating industry as well as the techniques and skills of credit rating.

—Massimo Capuano, Chairman of IW Bank, former President of Borsa Italiana

the global credit rating system. Since only a dual credit 
rating system consisting of regional and global credit 
ratings can be more secure and reliable, Asia needs a 
stronger and more diversified system to help different 
countries better cooperate with each other, steer the 
inflow of funds, and address challenges in infrastructure 
and energy. Faced with this urgent requirement, Asia 

Only a dual credit rating system consisting of 
regional credit ratings, working in cooperation with a 
global credit ratings, can be more secure and reliable.

>> Outside Voice
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ASEAN created a cooperation framework that 
covers a population of approximately 600 million 
people in Southeast Asia. However, in my opinion, we 
still need an All-Asian cooperative organization.

The establishment of this organization needs the 
support of both China and India-where India is a country 
that focuses on its internal economic framework, and 
China opens its doors to the outside world. Hence, China 
has an important role to play in Asia and have a more 
constructive role in its cooperation with the rest of the 
Asian regions.

We are able to set up a vigorous, rather than a 
bureaucratic, cooperative organization, which helps 
reverse the tide of the negative economic cycle, lead 
a rational flow of funds, promote infrastructural 
development , and achieve a balanced economic 
development in the whole Asian region.

With a cooperative spirit , we are conf ident 
that such an All-Asian cooperative organization can 

be established since the Asian region must be 
independent from relying on the assistance of the 
West.

Source: Sub-forum 13 – Reform: Remolding the 
Competitive Edges for Asia and Emerging Economies

Creating an All-Asian Cooperation Framework

Sidharth BIRLA, President of the Federation of Indian Chambers of Commerce and Industry 
(FICCI) ; Chairman of Xpro India Limited

Asia needs an organization that can facilitate economic cooperation and development, 
help turn the current economic tide, and enable the Asian economic region to enjoy a more 
balanced and stable development.

India is a country that sets focus on its internal 
economic framework, but, on the contrary, China opens 
its doors to the outside world. This is the reason why 
China plays an important role in Asia-having a larger 
constructive role in its cooperation with the Asian 
region.
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“Young Obser ver ” projec t is the 
innovation of this annual meeting. The 
elites selected by the secretariat are 
35 years old or younger who engaged 
and gained achievements in political , 
commercial, academic, and media circles 
and committed to keeping the cooperation 
and integration of the Asian region from the 
28 sponsor nations that will participate in 
this year’s conference. Furthermore, policy 
recommendations, and analysis of related 
subjects should be proposed in the report 
after the meeting.



Closed-door Meeting1 : Youth Observer Roundtable: Reform—Shaping the New Future  of Asia
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Emerging Economies is not Beset by the Big Crisis

Zeng Peiyan, Vice Chairman of Boao Forum for Asia; former Vice Premier of 
the State Council

Upgrading the economy’s capability to fend off financial risks makes it possible 
for emerging economies to be free from the big crisis. China, as one of the emerging 
economies present during the phase meeting for development opportunities, is expected 
to keep its growth rate at 7-8 percent in the next five years.

At present, there are two predictions for the 
world economy; optimists believe that the world 
economy has entered a new round of growth, but 
pessimists think that the sluggish development 
of current emerging economies will probably 
influence the whole world economy, encumber its 
development, and even lead it to a new round of 
downturn.

In my opinion, emerging economies will not be 
affected by the big crisis. Today, China has changed 
from what it was during the Asian Financial Crisis 
in 1997. Its capability in handling risks especially 
financial risks, has been greatly reinforced. Even if 
the quit of QE policy in the US could exert influence 
on financial stability in some emerging economies, 
their government still needs to undertake a 
variety of actions to deal with it, such as capital 
management and big tax capital flows.

As for China’s economy, macroeconomic 
indicators fell during this year’s first quarter, putting 
an end to the two-digit growth trend. China is in 
the phase of restructuring and changing its mode 
of economic development. In the future, China’s 
economy will continue to grow at a moderate 
speed.

Certainly, problems still exist in China’s 
economy, such as weak consumption, real estate 
bubbles and local debts. However, all these 
problems will be solved through the deepening 
of economic reforms. Take consumption as 
an example, despite its weak growth, durable 
goods reached its saturation point, high-end and 
burgeoning consumption in health and medical care 
are now in short supply.

As a whole, this year is regarded as China’s year 
of reform. Especially in finance, the implementation 
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It’s not Proper to Conclude that the Emerging 
Economy is Devitalized

Although nations with developed economies show 
more obvious signs of economic recovery, emerging 
economies still plays a key role in promoting economic 
growth across the globe. It is hasty to conclude that the 
vigor and vitality of emerging economies fall during 
the post-crisis era. The huge investment demand for 
logistics, energy and urban infrastructure will bring 
great opportunities for emerging economies in the long 
run. Meanwhile, emerging economies are making efforts 
in expanding the market for domestic consumption. The 
consumption demand will experience a large increase.

—Dilma Rousseff, President of Brazil

of these series of policies and measures 
w i l l  f u r t h e r  p r o m o t e  e c o n o m i c 
development in a rational way. At present, 
China’s economy was able to take hold of 
its development opportunities. Thanks to 
its great vigor, it is expected to keep its 
growth rate at 7-8 percent in the next five 
years.

Source: Sub-forum 6 – 2014 Exhibition 
of the Asian Economy: Dialogue with Directors 

of Boao Forum for Asia

>> Outside Voice
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China has grown into an economic, finance 
and trade giant. In the future, China is expected to 
further expand its influence in the global economy 
and geopolitics-finally growing into the biggest 
economy in the world. However, China’s economy 
will certainly not grow quickly to nine or ten 
percent in the coming period. China’s typical mode 
of investment-driven GDP and its strong stimulus 
to cope with the 2008 economic downturn brought 
in a lot of negative effects on China’s economy.

In the long run, China’s fixed asset investments 
accounts for approximately 50 percent of the GDP. 
Annual investment adds new incremental capital. 
Large-scale fixed asset investments can be found 
in the real estate and infrastructure industries, on 
both the central and local levels. Meanwhile, many 
manufacturing sectors suffered from overcapacity. 
As time passes, bad assets start to accumulate 
and shadow banking expands to a larger scale. 

China’s Economy Set to Drop below Six Percent

Nouriel Roubini, 
Professor of Economics in the Stern School of Business, New York University

China’s economy is expected to exert more influences in the globe. However, 
China is confronted with a bumpy road at the same time. Its growth rate will not reach 7.5 
percent as expected; six percent is more possible.

Someday, the government will probably have 
to bail out.

China realized the problems above 
and diverted more growth points towards 
consumption. However, whenever the growth 
rate drops below seven percent, a panic-
stricken increase in investment is inevitable. 
As what it did from 2008 to 2011, the Chinese 
Government should bear the growth rate 
deficit, if it goes lower than seven percent. 
During such circumstance, the government 
should also improve capital and labor force 
allocation in order to reverse the tide, and 
develop the economy by relying on labor-
intensive industries.

The f irst problem that the Chinese 
Government needs to urgently solve is to adjust 
interest allocation by way of reform. Vested 
interest groups, such as local governments, 
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state-owned enterprises and the army will 
surely be hostile to reform as they benefit 
from the old mode of growth. In contrast, 
common people will benefit from the new 
mode of growth.

I don’t mean to publicize doom 
and gloom or say that China’s economic 
growth rate will be lower than four 
percent, leading to financial meltdown. 

China’s Economy is Expected to be in the Medium to High Growth Period in 2023

China’s economy is experiencing cyclical growth. The latest cycle commenced last year, which is 
expected to end in 2023. The economy will undergo a steady medium to high growth period, maintaining 
a growth of approximately 7-8 percent, in general. However, considering the nature of the cycle, the 
growth rate will rise and fall during the duration of the period. The peak will probably come in 2019 at 
about nine percent and the growth rate will fall afterwards.

—Cheng Siwei, former Vice Chairman of the NPC Standing Committee

The Chinese Government should bear the growth rate deficit, if it goes 
lower than seven percent. During such circumstance, the government should 
also improve capital and labor force allocation in order to reverse the tide, 
and develop the economy by relying on labor-intensive industries.

But, I don’t believe that a growth rate of 7.5 
percent can surely be achieved. Probably, the 
growth rate would reach six percent or less, next 
year. It cannot be simply interpreted by soft or 
hard landing. Instead, it will be a bumpy road. A 
delay for reform will bring China more risks.

Source: Luncheon session 2 – US Economy 2014

>> Outside Voice
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The Japanese economy experienced a 20-year-
long period of slow growth from the 1990s, in 
addition to its aging population, baby bust and 
other issues. To address these concerns, Japan 
imposed unusual economic policies, such as 
“Abenomics.” These include fiscal stimulus, easing 
of monetary policies and structural reforms. These 
“three arrows” resulted in a GDP growth for five 
quarters in a row, with its fiscal deficit turning into 
surplus for five months straight. 

With the current declining economic growth, 
a stimulus package of JPY6 trillion has been issued, 
and the economy is expected to go upward in Q3 of 
this year. The biggest problem of Japan’s economy 
is how to raise salaries and create a virtuous 
cycle. Economy cannot develop without improved 
livelihood, and the stimulus policy may lead to a 
price hike. Therefore, employment and consumption 
must improve.

As for future growth strategies, legislations 

Domestic Demand & Reform is the Key to 
Japan’s Prosperous Economy

Yasuo Fukuda, 
Chairman of the Boao Forum for Asia; former Prime Minister of Japan

Abenomics “three arrows”policy: fiscal stimulus, easing of monetary policy and structural 
reforms, which ended the slow growth of the Japanese economy. Meanwhile, Japan is now 
committing itself to creating jobs and stimulating consumption.

for energy, agriculture and healthcare 
industries need to be enhanced; and 
like China, Japan also has many deep-
rooted and conservative rules that need 
to be changed. Japan has formed six 
special zones of national strategy to 
drive the development of multinational 
corporations in Japan. 

Three things are critical to the 
Japanese economy: f irst , strengthen 
f iscal  soundness;  second ,  prevent 
economic downturn; and third, further 
drive the improvement and innovation of 
technology. 

Source: Sub-forum 6 – 2014 Exhibition 
of the Asian Economy: Dialogue with Directors 

of Boao Forum for Asia
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The ASEAN is an economic organization 
of ten different countries or economies, such 
as Singapore, Philippines and Malaysia, which 
has a population reaching 600 million. Over 
the past years, we have strived to promote the 
establishment of the ASEAN Free Trade Area 
hoping that the ASEAN becomes a unified 
economy.

To achieve this, we will rely on the 
following four pillars. Firstly, the production 
base of the “unified market” enables us to 
protect the economy and provide facilities. 
Secondly, regarding the competitive economic 
region, we will compete with China and other 
regions, and provide a fair opportunity for 
development. Thirdly, we should integrate 
the ASEAN economy and the world economy. 
Now, almost all commodities enjoy a free 
and tax-exempt f low within the ASEAN 
scope; however, non-tariff barriers still exist. 

Wu Zuodong, Singapore's Emeritus Senior Minister

The open market has increasingly connected the ASEAN as a whole. In recent years, 
Singapore has promoted the establishment of the ASEAN Free Trade Area. In the future, 
the ASEAN is expected to participate in the international competition, as an independent 
economy.

ASEAN Set to Participate in the International 
Competition as an Independent Economy

If these barriers are totally removed, the free flow of 
commodities in a real sense can be realized. Fourthly, 
comprehensive investment agreements; we wish that 
the investment field will be more transparent. Different 
ASEAN countries follow different rules of operation. 
Therefore, transparency is a must for cooperation. The 
free investment climate within the ASEAN economy can 
increase the confidence of investors.

Within the ASEAN economy, markets are open to 
each other and become strongly connected. For example, 
import and export connect the ASEAN economy as a 
whole. If the ASEAN countries can further strengthen their 
cooperation, they are expected to grow into an emerging 
economy with a broad prospect. Of course, the ASEAN 
is a region of export-oriented growth. Its development 
relies on the steady recovery of the world economy. The 
ASEAN hopes to carry out its extensive cooperation able 
to compete with the rest of the world economy.

Source: Sub-forum 6 – 2014 Exhibition of the Asian 
Economy: Dialogue with Directors of Boao Forum for Asia
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Despite widespread concern about 
whether or not the US can sustain its 
economic recovery following the financial 
crisis, the single biggest risk to the US, for 
me, is not economic. It is a political risk. 
In fact, the problem is not limited to the 
period during and after the crisis, but it 
is instead one that has existed for some 
time. I'd like to say that we don't have an 
economic problem in the US; we have a 
political problem. The economy is merely 
a symptom of that political problem.

The problem is that par ties are 
being managed by ex t remis t s and 
those two extremes have a hard time 
in reaching an agreement on the things 
that are important for the general well-
being of the nation, while the moderate 
center is consequently weakened. If 

The Biggest Risk to the US is Political Risk

Carlos Miguel Gutierrez, Co-Chair of Albright Stonebridge Group; 
former Secretary of the US Department of Commerce

The single biggest risk to the future development of the US is not economic; 
instead, it is that the two political extremes have a hard time in reaching an 
agreement and as a consequence the moderate center is weakened.

such a situation is not effectively controlled, risks are 
hidden in the economy of US, to emerge later.

In addition, governmental agencies also have 
management defects. When a new policy is proposed, 
the government focuses on whether or not the proposal 
can be passed in order to improve their political 
performance, thus improving the party image. Nobody 
cares how it will be executed and what effect that 
will have. If it is beneficial to the social and economic 
development, a proposal should not remain on the level 
of "political performance"; rather, what matters is that 
it's effectively executed.

In my opinion, there are three strategies that can 
truly promote the economic growth of the US:

1 .  Facil i tat ing new business creation and 
innovation. 50% of the new jobs in the US are 
created by those new companies that are less than 
five years old. Innovation in the realm of science, 
technology, and management is integral to the US 
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economy in the long term.
2. Taking advantage of the opportunity 

posed by shale oil and the gas revolution. The 
US can be the largest exporter of oil and gas 
within the next five years, but that requires a 
political compromise in the center.

3. Encouraging immigration. We need 
immigrants in some regions. This is ironic 
because we have high unemployment, which 
fuels anti-immigrant sentiment, but we need 
immigration to continue to grow. Immigration 
is also a political problem. Maybe we can 
solve this political situation and get a good 
immigration policy.

By doing those three things the US 
economy will be unstoppable over the next 
twenty to thirty years.

Source: Luncheon session 2-US Economy 2014

The US can be the largest exporter of 
oil and gas in five years as long as it takes 
advantage of the opportunity posed by shale 
oil and the gas revolution, but that requires a 
political compromise in the center.
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We're no longer talking about countries 
potentially exiting the Euro area or the Euro not 
surviving as a currency. Borrowing rates across 
Europe have come down dramatically in the last 
6 to 12 months. This indicates a lot of progress 
in European countries. However, it is not enough. 
There is a lot that needs to be done.

The challenges come mainly from two areas.
1. Debt. The debt levels in Europe are simply 

too high. This includes the public sector and the 
private sector, and some private sector debt has 
migrated to the public sector. It takes time for this 
situation to be resolved.

Countries which are highly indebted often get 
out of this through austerity, which slows the GDP 
growth. Although that is obviously not pleasant, 
it is the most common experience. Countries can 
grow their way out of their debt problems, which 
is probably the best way to do it. However, it is 
tough for several countries that are neighbors to 
do it at the same time because typically they rely 

Although economic woes in Euro area countr ies have been rel ieved, 
challenges are still there in the debts as well as the reform of the economy and 
market. In addition, region-wide deflation may appear across Europe.

Region-wide Deflation may Appear in Europe

James McCormack, 
Global Head of Sovereign & Super National Ratings, Fitch Ratings

on exports to do that, and thus increase 
competition upon one another.

2. Further economic adjustment. The 
debt is one set of issues, and the need 
for economic reform varies country by 
country.

However, the growth outlook is not 
particularly promising. There is a risk in 
Europe because we are moving towards 
a deflationary period in some countries. 
Whether deflation is good or bad, it raises 
debt burdens. That is its negative side. 
The positive side is supposed to be that 
it makes countries more competitive. But 
if deflation is associated with innovation 
and investment , then it can foster 
economic growth.

Source: Sub-forum 9 – EU Reform 
Agenda 2014
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Despite facing global economic problems, another financial crisis will not 
break out judging from the situation of major economies, including the US, 
Europe and China.

Crisis always occurs on any economic system, 
as long as financial markets exist. However, we can 
only find a way to adjust the economic system after 
a crisis breaks out.

The US f inancial market has basical ly 
recovered. The capital of the banking industry 
becomes more sufficient than it was before the 
crisis. Moreover, risk management and supervision 
become more eff icient. The US economy has 
achieved an average growth rate of two percent, 
since the third quarter of 2009. I firmly believe that 
the US economic growth rate will surely exceed 
two percent. Certainly, some reforms should be 
implemented in order to recover the US economy to 
its ideal growth level.

European financial recovery is still processing 
its recapitalization, which is picking up slowly. The 
European economy is much stronger than expected, 
which prevented it from entirely crashing as a whole. 
European banks are now making progress, especially 
in its recapitalization process. In the future, European 

Another Financial Crisis will not Break Out

Henry Paulson, former US Treasury Secretary

economy will be keeping a low growth rate; and 
such situation will last long for the duration of its 
economic recovery in a real sense.

Let’s move on to China’s finance. China’s 
banks play an important role in fiscal and credit 
governmental stimulus, as well as promoting 
economic development in China and in the rest 
of the world. However, the downside of this role 
is that some projects may probably incur bad 
debts after investment; and eventually the credit 
business of some banks would lose, as time goes 
by though the loss remains controllable.

The global economy, certainly, has some 
problems even though six years has already 
passed since the last f inancial crisis. The 
economy is slowing down and it is expected 
to retain a growth rate of approximately three 
percent. However, another financial crisis will 
not break out.

Source: Breakfast session 1– Dialogue with 
Paulson
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The Annual Conference 2014 customized a series of CEO Sessions for 
entrepreneurs, enabling enterprises to talk with the government through a direct 
and effective communication channel and dialog mechanism. The enterprise 
community can speak on behalf of the market and give suggestions on the topic 
of reform based upon the present landscape of development. This allows the 
government to listen to the enterprises, send signals of consistent reform, and find 
sound approaches for reform and development together with the enterprises that 
help make up the country’s economy.

The "Policy Recommendations" column collects suggestions by economists 
and entrepreneurs regarding the economic policy of the government. For example, 
the RMB becoming one of the dominant reserve currencies will not necessarily 
work best for China; it is necessary to struggle with the vested interests to shorten 
the negative list; housing regulation should be returned to the market; and it is 
most awkward to address traffic congestion by limiting car purchases.



BOAO Evening Talk1 : Talk between Minister and CEO: Chinese Economy 2014
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The RMB Becoming One of the Dominant Reserve 
Currencies will not Necessarily Work Best for China

The significant trade surplus in China and 
other developing countries, as well as Japan, 
Germany, and other developed countries after 
2003 was caused by, beginning in 1980s, the 
US and Europe’s deregulation of the financial 
sector, which allowed high leverage and high 
bank loans, and decreased interest rates, 
resulting in over-consumption. In addition, 

Lin Yifu,
 Emeritus President, National School of Development, Peking University, ACFIC Vice Chairman

When the financial crisis occurred in 
2008, it was commonly ascribed to Asia's 
trading policy that led to international 
payment imbalance and the tremendous US 
debt that was purchased by China and other 
eastern Asian economies, reducing the interest 
rates and resulting in the housing bubble in 
the US. However, I have a different opinion.

If the RMB is to be one of the dominant international reserve currencies, there should be 
full convertibility of capital accounts. If the real economy performs well, much hot money 
will flow into China, creating a bubble as well as domestic currency appreciation that 
would impact exports. When much money flows out, the bubble will collapse.
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the wars in Afghanistan and Iraq which 
contributed to a financial deficit and trade 
imbalance in the US. In any other country, the 
trade imbalance cannot last for more than one 
or two years. However, the US Dollar is the 
international reserve currency and the US can 
simply print more. This enabled the imbalance 
to last too long and the burst of the US bubble 

Culture may be the First Step to Go Abroad
Although products "Made in China" are used all over the world, few Chinese brands have been known and 

recognized in the international market. How can brands go outside of China and establish a global reach? In 
Reignwood's experience, culture may be the first step in going abroad—to respect and seek power from the local 
culture.

In 2010, Reignwood Group acquired 10 Trinity Square, which is situated in the Central Finance District, 
the most influential area of London. Being the Port of London Authority (1922) and the venue of the inaugural 
meeting of the General Assembly of the United Nations (1946), the Square has hosted the royal family, including 
Queen Elizabeth II and nobles of UK on numerous occasions. This is why the English have special attachment to 
the building.

In refurbishing the building, Reignwood respected its history and culture, and retained its original features 
as well as its historic value as a cultural relic. Following this, we managed to give a new life to the building. 
During the London Olympics in 2012, the "Reignwood Chinese Culture Exchange Centre" was established at 10 
Trinity Square, becoming the bridge for cultural communication and dialog between China and the West.

The project boasts several "firsts" among those performed overseas by Chinese enterprises: the first large-
scaled historic relics owned by a Chinese company; the first massive refurbishment of an historic ancient building; 
and the first one employing only local design, construction, and public relationship providers.

When visiting Reignwood during his trip in China in 2013, Boris Johnson, Mayor of London, acknowledged 
our "localization" of 10 Trinity Square and said that "Reignwood is an example of responsible capitalism. We 
hope other Chinese and international enterprises make the same investment in London."

—Yan Bin, Chairman, Reignwood Group

triggered the global crisis.
To address the problem in the existing 

international currency system, the most 
important approach is to address the conflict 
between national interests and global 
interests, which is inevitable where the 
currency of the country is used as the reserve 
currency.

>> Outside Voice
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A globally accepted opinion says that the 
international financial system will be stable 
if there are several currencies competing 
with each other. The idea behind this is that 
the country has to constrain its currency 
to avoid a sell-of f, thereby maintaining 
the position of an international reserve 
currency. But the prerequisite is that all 
the issuers of reserve currencies must be 
economically healthy. However, by 2030, all 
these developed countries may be faced with 
the same problems as those of Japan right 
now: extremely high real unemployment, a 
fast accumulating governmental deficit, and 
rather low interest rates to reduce the cost of 
governmental debt.

International confidence regarding the 
RMB is growing, and the central banks of many 
countries are beginning to include the RMB 
as one of their reserve currencies. However, if 
the RMB becomes a reserve currency or even 
takes the place of the US Dollar and becomes 
one of the dominant international reserve 
currencies, it will not necessarily work out 

best for China. There are two reasons: 1. If 
the sovereign currency of a country is used as 
international reserve currency, the national 
interest of the country will be inevitably in 
conflict with the global interest; and 2. Even 
if the RMB became one of the dominant 
reserve currencies by 2030, the situation of 
international currencies by that time might 
be more unstable than now. If the RMB is to 
be one of the dominant international reserve 
currencies, there should be full convertibility 
of capital accounts and a free flow of funds. If 
the real economy of China performs very well 
and those of other countries do not, much hot 
money will flow into China, creating a housing 
and stock bubble as well as domestic currency 
appreciation that would impact exports. 
When the bubble becomes highly risky, it will 
collapse as a result of out-flow of much money. 
Although it is an honor to be an international 
reserve currency, the responsibility and stress 
upon the domestic economy are huge.

Source: Boao Dialogue 1 – Lin Yifu: Against 
the Consensus



BOAO VIEWPOINT/075

BOAO FORUM FOR ASIA

Currency Swap between Emerging 
Economies Fosters Global Integration

many countries under the Chiang Mai Initiative 
(2000) and a multilateral framework. However, 
these countries need to take macroeconomic 
controls more seriously in order to further 
protect themselves from or against crisis 
shocks. In addition, currency swap is also 
important for some domestic banks with or 
susceptible to liquidity problems. Of course, 
these problems don’t go away easily. That’s 
why international monetary mechanisms like 
IMF should step in. 

Looking ahead, with the trade volume 
continuing to grow throughout emerging 
economies and the increasing use of their own 
currencies in settling trade deals, the global 
economy will become more integrated, which 
is a great idea for most economies. 

Source: TV Debate 1 – Reform: A New 
Landscape for Finance and Trade in Asia

Alwyn Didar Singh, Secretary General of  FICCI

It is still too early to tell when the 
RMB will become an international reserve 
currency. But one thing is sure that the RMB's 
internationalization is already under way. It 
is something that other emerging economies 
might consider doing at some stage so that 
they have a basket of currencies at their 
disposal besides the US Dollar. 

Putting a multilateral trading system in 
place will facilitate further integration and 
create a more extensive trade cooperation, 
making currency swap between countries a 
viable possibility as a means of payment. For 
example, India has set up currency swaps 
agreement with some nations. 

Emerging marke t s are play ing an 
increasingly impor tant role in global 
commerce. Reserve holdings have improved in 

Putting a multilateral trading system in place will facilitate further integration 
and create a more extensive trade cooperation, making currency swap 
between countries a viable possibility as a means of payment. 
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A Shorter Negative List vs. Vested Interests
Working out a shorter negative list is, in reality, about fighting against 
bureaucracies and vested interests. As painful as the process will be, the 
central government’s resolve is key to its success. 

China’s accession to the World Trade 
Organization (WTO) was, in some sense, 
intended to push for reforms by opening itself 
up. The institutional innovations coming 
with this event have focused mainly on trade. 
One such example is the recently launched 
Shanghai Pilot Free-trade Zone, which is in 
fact another attempt to deepen institutional 
reform through opening-up, except that this 
time the financial and investment systems, 
instead of the trade system, are targeted. 

Relinquishing control is the last thing 
that bureaucracies and their officials want. 
That’s why the negative list is so long. 
Working out a shorter negative list is, in 
reality, about fighting against bureaucracies 
and vested interests. The process can be very 
painful. However, things are now completely 
different than they used to be a decade ago. 

An important thing for China to learn from its 
accession to the WTO is that the fear about 
opening-up is unnecessary. When effectively 
overseen, opening-up is not a bad thing at all. 

Innovations like pre-establishment 
national treatment and the negative list will 
revolutionize the existing investment system 
and even overhaul the regulatory system in 

Long Yongtu, former Assistant Minister of MOFTEC

Shanghai Free-trade Zone is in fact another 
attempt to deepen institutional reform through 
opening-up, except that this time the financial and 
investment systems, instead of the trade system, 
are targeted.
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China. If the central government demonstrates 
m o r e  d e t e r min a t io n ,  i t s  co m p o n e n t 
departments will certainly come to understand 
the big picture. Many ongoing international 
talks are forcing these bureaucracies to 
relinquish their power. For example, the Free-
trade Zone (FTZ) talks with the Gulf countries 
will inevitably affect some oil companies 
and the FTZ talks with Australia will most 
likely take away some of the agricultural 
department’s power. Entering into free-trade 
agreements with these countries and regions 
is, in some sense, the central government’s 
political decision. When a political decision 
has been made, these departments should 
proceed with what needs to be done. 

The central government is playing an 
active role in many international talks, such 
as the Sino-US investment agreement. I am 
very positive about the central government’s 
resolve to make big decisions on major issues 
at critical moments. Political will is particularly 
important in China, as many of our officials 
and leaders of the state-owned enterprises 
are committed to acting in a politically unified 
manner. Therefore, relinquishing control is not 
about how a specific department will be run, 
but about the central government’s overall 
reform strategy. 

Source: Sub-forum 24 – Institutional 
Innovations: What Shanghai FTZ Tells about the 

Future of China’s Reforms?

Negative List Management as an Unmistakable Trend
The long-enacted Securities Law sets forth limitations on “what’s permitted”, with supporting 

regulations focusing on the “pre-approval” stage. Due to various factors, a shift to the negative-list approach 
will not happen any time soon in the area of securities regulation. Therefore, it explains why the China 
Securities Regulatory Commission (CSRC) didn’t say anything about negative listing in its “Guidance”, 
which was published on May 15. However, a sophisticated investment banking system is essential to help 
China get closer to becoming a market economy and it’s only a matter of time before negative lists are 
introduced into innovative areas of the securities sector. 

—An editorial of China Securities Journal

>> Outside Voice
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Property Market: Let the Market Make the Call

was a good idea on the whole. However, for 
cities beset by weaknesses in their industrial 
base and suffering from an outmigration of 
people, an increase in supply seemed to be 
the wrong way to go. Mayors admit privately 
that, with the housing stock building up, it is 

Zhang Yuliang, President of Greenland Group (Shanghai) 

When it comes to adjustment or reform, 
the government needs to play its part, and 
so does the market. As a result, the market 
needs to be more bifurcated. For example, in 
provincial seats and big cities, oversupply and 
price drop are basically impossible. However, 
these cities are unlikely to see housing prices 
run rampant like in 2013. Instead, these areas 
will remain stable. 

The third-tier and fourth-tier cities 
will be a different story, as the outflows of 
jobs and people continue. Across China, the 
measures taken to curb an out of control 
housing market over the past years were 
based on the theory of stabilizing property 
prices through an increase in supply, which 

Some prefecture-level cities will realize soon enough that there is no need to restrict home 
purchases bank lending. 

Guiding policies and principles are 
necessary, but the purpose of such policies 
and principles is to achieve a better balance, 
rather than to distor t the market through 
reverse operation.
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possible that home prices can go into 30% to 
50% declines in some of these cities. 

A more market-driven approach should 
be adopted in the property sector. In fact, the 
central government and local governments are 
smart enough in this matter. For instance, the 
central government has set the tone for this to 
be a “two-way” adjustment. Some prefecture-
level cities will realize soon enough that 
there is no need to restrict home purchases 
or bank lending. In the context of interest 
rate deregulation, bankers will invest at a 
higher yield instead of focusing on property 
mortgages.  

The property market will become more 
bifurcated in the future. The United States is a 

good example of how this can happen. Home 
prices tumbled badly in Detroit while New 
York saw a 20% rise last year. Prices declined 
20%, 30%, or even 50% in cities without net 
outflows of jobs and people. So, it is normal 
in a sophisticated market that prices can rise 
in some cities and fall in others, or rise in only 
some neighborhoods of a city, or vary even in 
the same neighborhood. 

Of course, guiding policies and principles 
are necessary but the purpose of such policies 
and principles is to achieve a better balance, 
rather than to distort the market, through 
reverse operation.

Source: Sub-forum 27– Property Market 
2014: Adjustment and Reform

The Interactive Role of Property Developers in Urbanization 

Property developers are facing the new opportunities that invariably come with urbanization. They 
are using the platform of real estate to test new ideas so that real estate and other sectors can interact in the 
process of urbanization. Boao Asian Mix, a project launched by Hainan Asian Mix Plaza Co., Ltd., is a new 
attempt in commercial real estate. 

In the development process, the developer decided that being a landlord was not enough. Instead, the 
developer and the tenants worked as a team of stakeholders throughout the whole process, with the developer 
focusing mainly on the tourism development strategy, i.e. what to present and how. This business model has 
helped attract the right brands that the project needs. In the future, we will continue to enrich the project 
structure and take a holistic approach to property management in order to build a sustainable business. 

When designing the lease portfolio, the developer has selected certain brands, cuisines, and 
architectural styles that can demonstrate the diversity and colorfulness represented by more than twenty 
Boao Forum member nations. Meanwhile, the project will feature venues uniquely designed to represent 
these member nations. 

Enjoying the graphical uniqueness as a commercial real estate project, the element of exoticism tells the world 
not only about the cultural diversity of Asia but also how open, hospitable, and inclusive Boao is as the host city, 
making Boao Asian Mix a perfect destination for tourists who want a one-stop experience. A wide range of leisure 
and entertainment choices are available for tourists from all over the world, while the locals are able to engage in 
real interactions between the property project and the community and promote shared prosperity. 

—Wang Lihua, Hainan Asian Mix Plaza Co., Ltd.

>> Outside Voice



BOAO VIEWPOINT/080

POLICY RECOMMENDATIONS

Limiting Car Purchases is the Most Awkward
Way to Control Congestion

task is to improve the petrol quality. But this 
requires a huge investment from the country.

Another key issue facing the automobile 
industry is the traffic congestion and the 
resulting limitation policies placed upon car 
purchases in some cities. In Beijing, we have 
the most outright limiting, but it is the most 
awkward way of resolving the situation. Before 
that, limiting car purchases had not been used 
by any other country, region, or city around 
the world to address traffic congestion, and 
as such it cannot be said to have attained 
any measure of success. It is a concept that is 
absolutely "Made in China".

The l imitation only elongates the 
development of congestion. At present , 
Beijing's passenger cars still increase by 
240,000 per year, which equates to 2.4 million 

Automobile exhaust is undoubtedly an 
important contributor to smog pollution, 
accounting for approximately 22% according 
to one survey, but is not the most important 
factor. Regarding the relationship between 
smog and automobiles, there is another 
important factor that has been ignored—
the pollution caused by the wearing down of 
tires.

The most substantial pollution comes 
from energy structure, or fossil fuels such 
as coal, followed by automobiles. In terms 
of automobiles, exhaust emissions are most 
important, tires are the second, and the next is 
blending of the air. When it comes to exhaust, 
it is petrol quality that matters most. Without 
good petrol, even the best automobiles still 
cause pollution. Therefore, the most urgent 

Limiting car purchases has not been used by any other country, region, or 
city around the world to address its traffic congestion problems, and as 
such it cannot be said to have attained success anywhere.

Xu Heyi, Chairman of Beijing Automotive Group
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per decade. The city is already so congested 
with only 5.4 million cars, so the question 
remains: what can we do when there are 7-8 
million cars?

The Third Plenar y Session of  the 
Eighteenth Central Commit tee pointed 
out that the market should be allowed to 
determine resource configuration. There 
have been many effective market-oriented 
methods to address congestion at home 
and abroad. One example is the license 
plate auc t ion in Shanghai ,  which was 
seriously criticized in the beginning. But 
now almost all critics have turned to the 
limitation on car purchase. This has been a 
successful case of market behavior.

Source: TV Debate 2 –Worry and Outlet of 
“Scale Theory” in Automobile Industry

Underground Transport is an Effective Alleviator

Many citizens have no choice but to drive private cars to work, to see doctors, or to send children to 
school. In rural areas, buying automobiles has become an important way to develop agriculture and make 
more money. Traffic control over cargo vehicles and nonlocal passenger vehicles will inevitably prevent the 
normal flow of passengers and cargo between rural areas and urban areas, as well as between cities. Even 
with limitations placed upon car purchases, license plates, and traffic control, existing vehicles are still there 
and new vehicles are coming, making congestion unavoidable. Surface public transport has been rather 
saturated in many large cities. Even if “priority is given to public transport”, its supply capacity cannot 
see any substantial increase due to crowding. To tackle traffic congestion, a developed subway system is 
necessary, and the underground expressways and logistics systems should be simultaneously developed. This 
will be the real alleviator to the burden of surface transport.

—Qian Qihu, Academician of Chinese Academy of Engineering

>> Outside Voice
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Local Governments' Debt should be Transparent

However, these entities should go out to the 
market and be held accountable, or else there 
should be an orderly transition to market 
discipline. For example, bankruptcy should 
be allowed. Although this seems unfortunate 
for the investors, the bankruptcy system can 
paradoxically lower the risk by making pricing 
of credit more fully developed.

In addit ion to local debt ,  another 
financial risk for China comes from the newly 
emerging field of internet banking. Lessons 
should be learned from Ireland's financial 
crisis, which was mainly due to the banking 
sector overly extending their internet banking 
operations. Many risks inherent in internet 
finance are invisible, and cannot be controlled 
as easily as in formal banks.

Source: Sub-forum 25 – Capital Markets: Old 
Problem, New Solution

Tom Byrne, Senior Vice President and Manager of Moody's Sovereign Risk Group, Singapore

Debt levels across China are rising. 
Despite low levels of household debt and 
debt of the central government, the corporate 
sector debt and the debt of local governments' 
financing vehicles are sharply increasing.

I n  t h e  U S ,  t h e r e  a r e  a l s o  l o c a l 
governments' f inancing vehicles, which 
are mainly for the municipal debt market, 
possessing a total amount of about USD4 
trillion. The US municipal debt market has 
three features: transparency; debt issuers' 
accountability for the debts they issue, 
and low risk. Although some defaults have 
occurred in recent years , the market is 
generally safe, thanks to the transparency and 
the accountability of issuers.

Munic ipa l  deb t s  c an  so lve  many 
problems facing local governments. China's 
municipal debt is issued for associated entities 
of local governments that are basically doing 
public service and building infrastructure. 

Municipal debt must go to the market and there should be an orderly transition 
to market discipline. Bankruptcy should be allowed.
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Reduce Volatility by Opening up Futures Markets

Leo Melamed, Honorary Chairman of Chicago Mercantile Exchange

To develop its futures and capital markets, China must open up to interaction 
with other markets, such as competition on the distribution of prices.

To develop it s futures and capital 
markets, China must open up to interaction 
with other markets, such as competition on 
the distribution of prices.

China has become one of the important 
elements in the global economy. However, despite 
its immense economic growth, Chinese markets 
have not made material development. Now 
China should allow its futures market to open up 
to interaction with the world's futures markets. 
Combining these, China’s economy will surely 
see further growth. For example, China imports 
60% of its energy from the world, and inevitably 
deserves to influence the oil pricing. However, it 
cannot do this unless it opens up to cross-border 
interaction with other crude oil markets.

Cer tainly, China's f inancial system 
is fragile and its capital account was not 
convertible until recently. Therefore, external 
impact on the market will be unavoidable 
during the open-up period. There is a Chinese 

saying to the effect of "crossing the river by 
feeling the stone under foot". The first stone 
under our feet is the internationalization of 
the RMB. The band has been widened over the 
fluctuation of our currency. This means that 
the currency now has more international roles.

China's futures markets are becoming 
stronger. These can help China better manage its 
import risks, especially lowering the risks of the 
price exchange rate. Although the futures markets 
cannot change the up-and-down of the overall 
economy, they will contribute something.

Many people think that the futures markets 
feature with too much speculation and thus would 
increase in volatility. But the reality is just the 
opposite. All studies over the last forty years have 
proven that futures markets are an excellent tool 
for reducing volatility over time.

Source: Luncheon Session 1 – Dialogue with Leo 
Melamed: Asian Futures Market & the CME Experience
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Energy Subsidies have Negative Consequences

carbon dioxide emissions helps improve the 
efficiency of the energy mix.

Second, better management over the 
energy mix requires more than developing 

Thomas Piquemal, CFO of EDF Group

Climate change is a reality to which 
we must adapt. How to tackle the higher 
sea level? How to produce more electricity 
to power air conditioners when the summer 
grows hotter? Such questions are troubling. 
However, it is insuff icient to only adapt 
to new situations, and as such we should 
also have solutions to fight against climate 
change.

F i r s t ,  we  sh oul d  manage  ene rg y 
efficiency even better, especially through the 
price transmission mechanism on the carbon 
dioxide markets. Europe has carbon markets, 
and China is building 5-7 such markets. Pricing 

Germany and the entire European continent have suffered many problems in recent 
years, and electricity subsidies have caused these problems due to the overall 
wholesale market of electricity.

To propose solutions against climate 
change, the first step should be improving 
management over energy ef f iciency. This 
signal should be better transmitted to the 
carbon dioxide market.
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Energy Subsidies have Negative Consequences

r e n e w ab l e  e n e r g y ,  w h i c h  c a n n o t  b e 
linearly supplied; that is, we should also 
invest in smart grids. Moreover, we should 
build power plants with higher generation 
efficiencies.

Next, innovation is important. Since some 
kinds of renewable energy are intermittent, 
innovative studies should be carried out on 
the technology of electricity storage.

In addi t ion ,  energy subsidies are 
meaningless .  Germany and the ent ire 
European continent have suf fered many 
problems in recent years, and electricity 
subsidies have caused these problems due to 

Getting Rid of "Dependency on Governmental Subsidies"

The renewable energy industry should get rid of "dependency on governmental subsidies". Financial 
subsidies help emerging industries to pass through the difficult early stages of development, but it should be 
the first step in support of renewable energies. With proven technologies, improved utilization efficiency, and 
stable operation, these subsidies should eventually diminish to zero. However, when government departments 
issued the subsidy policies for renewable energies, they did not express definite intent and time frame of 
the subsidies, resulting in limited effect and dependency of enterprises. When the cost of green technologies 
becomes cheaper, it is essential to weaken incentives for renewable energies and encourage competition. 
Therefore, enterprises should get rid of dependency on subsidies.

—Chen Liuqin, Deputy President of China Energy Economy Research Institute

the overall wholesale market of electricity.
Such solutions require huge investment 

and optimization over the entire value chain 
from generation to distribution, to supply, 
and to smart grids. It is not only about 
putting wind farms everywhere. Genuine 
advances require commitment by the 
government that should provide necessary 
regulation and long-term dependability to 
investors.

Source: Sub-forum 5 – New Findings on 
Climate Change

>> Outside Voice





“Reform” is the key word of the Annual 
Conference 2014. The conference set different 
topics on reform. Guests from the government, 
business, and academy communities engaged in 
profound dialog on topics including global financial 
reform, the future of central banks, reform of the 
EU, US, Japan, Russia, China, and other economies, 
deregulation and oppor tunities for private 
enterprises, reform of the real estate market, and 
new thoughts on the regulation of the capital 
market.

The “Crossover Dialog” section is a collection 
of different opinions on the three important topics 
of “Debate on the mode of macro regulation”, 
“Discussion on the future of central banks”, and 
“Argument on the internet finance”.

Sub-forum : The Future of Central Banks
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Debate on Macroeconomic 
Regulation & Control

What economic thoughts should be adopted when emerging economies in the process of 
transformation carry out their macroeconomic regulation and control? Should they be guided by 
the theory of “demand-side management” as advocated by the Keynesian school, increasing 
aggregate demand through fiscal and monetary policies, or by the theory of “supply-side 
reform”, i.e., implementing structural tax reduction and deregulation? This topic does not only 
concern China’s economy but also has significance to the global economy.   

At this annual conference, seven economists expressed their opinions in a TV debate on the topic 
of “demand-side reform vs. supply-side reform”.  Some think that the former does little to tackle the 
current structural problems in China and thus it should be stopped and action should be taken to 
strengthen supply-side reform. Others argue that long-term economic growth cannot depend only 
on supply-side policy and that innovation and demand-side management are necessary. However, 
some believe that the two have their respective advantages and disadvantages. Although there are 
disputes on the exact solution to the problem, economists generally agree that China’s economy 
should avoid over-stimulation when it comes to practical policies. 
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Michael Spence, winner of the 2001 Nobel Prize in 

Economics; Emeritus Dean at the Graduate School of 

Business, Stanford University 

For the government to intervene in an economy, it 

must determine the direction of its economic development 

before guiding the economy towards the intended direction 

through intervention.  

Peter Mandelson, former British Business Secretary; 

President of the Global Counsel Strategic Advisory Firm 

Should it be demand-side management or supply-side 

reform? The two are not contradictory. But for China, which 

has adopted demand-side management for a long time, the 

policy should be on the side of supply-side reform.

Chen Zhiwu, Tenured Professor of Finance , Yale University  

What effect could RMB 4 trillion worth of stimulation 

have on China’s economy? It is still too early to tell. But the 

fact is that China’s economy is going downward and it is not 

yet known whether or not it will have a soft landing. 

Jia Kang, Director of Research Institute for Fiscal Science, 

Ministry of Finance

Our reform is currently lagging behind. To give full 

support to the market, what the government needs to do 

is restrain its behavior while regulating employment and 

prices.

Stephen Roach, former Chief Economist for Morgan Stanley; 

Professor of Yale University

Keynesian economics addresses short-term problems 

while supply-side economics tackles long-term issues. The 

past five years of experience in China shows that both can 

play a positive role. 

Edmund S. Phelps, winner of the 2006 Nobel Prize in 

Economics; Professor of Columbia University 

There is no example to suggest that government debt 

can improve the employment rate, but government-led tax 

reduction can effectively result in more job opportunities.  

Zhang Weiying, Professor of Economics at Guanghua School 

of Management , Peking University

The key driving force of economic development is 

entrepreneurship. Creating demand either by monetary 

policies or by administrative means leads to disaster.

  Panelists:
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The Government should Determine Economic 
Development Direction before Intervention

Michael Spence, 
winner of the 2001 Nobel Prize in Economics; Emeritus Dean at the 
Graduate School of Business, Stanford University

For the government to intervene in an economy, it must determine the 
direction of its economic development before guiding the economy 
towards the intended direction through intervention. 

Long-term economic growth cannot depend only 
on supply-side reform. Innovation and demand-side 
management are also needed. 

Demand-side management includes private 
investment, government expenditures, government 
investment, external demands (such as export), and 
so on. How should demand-side management be 
performed? The American financial crisis was caused 
by the crashing of domestic aggregate demands which 
exceeded the external demands of the United States. 
Now the American economy is re-balancing to form a 
new economic structure, while experiencing increased 
external demands, especially competitiveness in the 
non-trade sector. 

So demand-side cannot be managed simply by 
driving aggregate demands and tackling the impacts. 
Attention should also be paid to factors causing 
economic distortion and unsustainable development. 

Stimulation either by monetary or fiscal policies 
can af fect a country ’s economic structure. The 



BOAO VIEWPOINT/091

BOAO FORUM FOR ASIA

So demand-side cannot be well managed only by 
driving aggregate demands and tackling the impacts. 
At tention should also be paid to factors causing 
economic distortion and unsustainable development.

China Still Needs High Investment Rate in New Sectors 

There is a debate on whether China should shift from investment-driven growth to consumption-driven growth. In my 
opinion, China should continue to use an investment-driven economic growth but in ways different from the previous ones, 
for example, increasing investment in pollution control. I hope that China can maintain its high investment rate, which would 
bring a new round of rapid growth.  

—Jeffrey Sachs, Director of Earth Institute at Columbia University

government can use regulation as a means of 
leading the economy in the intended direction.  

Nowadays, China’s economy is facing 
increasing pressure to go downward. The 
government wants to reduce investment, 
increase government investment, and raise 
household incomes. For the government to 
intervene in the economy, it must determine 
the direction of its economic development 
before guiding the economy towards the 
intended direction through intervention.

Source: TV Debate 4 – Economics Thoughts: 
Demand-side Management vs. Supply-side Reform

>> Outside Voice
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China Needs Supply-side Reform 
More Than Others

Peter Mandelson, 
former British Business Secretary; President of the Global Counsel Strategic Advisory Firm

Should it be demand-side management or supply-side reform? The two 
are not contradictory. But for China, which has adopted demand-side 
management for a long time, the policy should be on the side of supply-
side reform. 

the economic downturn, it would do nothing good in 
the long run. 

If China is to shift from a traditional economic 
development pattern, it should star t from three 
aspects. Firstly, shifting from investment and export-
driven growth to consumption-driven growth; secondly, 
permitting private capital to hold shares in state-
owned enterprises and eliminating the defects in its 
shareholding structure, corporate governance, and 
financing structure; finally, more room should be given 
to privately-owned businesses, especially small and 
medium-sized ones.  

Source: TV Debate 4 – Economics Thoughts: Demand-
side Management vs. Supply-side Reform

If Premier Li Keqiang adopted an excessive economic 
stimulation policy due to the worry about the economic 
downturn, it would do nothing good in the long run. 

S h o u l d  i t  b e  d e m a n d - s i d e 
management or supply-side reform? The 
two are not contradictory. Economies 
must take actions to enhance supply-
side management while ef fectively 
carrying out supply-side management and 
maintaining stable demands. 

In 1980s, the UK came across the 
same problems as China presently faces. 
Then Britain was badly in need of a 
consortium of governmental agencies, 
public sectors, and businesses in order to 
push investment, drive innovation, and 
bolster the economy. However, the Prime 
Minister, Margret Thatcher, who favored a 
supply-side policy, ignored demand-side 
management. However, today’s China, 
which has taken the approach of demand-
side management for a long time, needs 
supply-side strategy even more. If Premier 
Li Keqiang adopted an excessive economic 
stimulation policy due to the worry about 
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Could RMB Four Trillion Stimulation 
Result in a Soft Landing?

Chen Zhiwu,  
Tenured Professor of Finance , Yale University

How will China stabilize economic growth by adjusting structure? Firstly, 
accelerate rural land circulation; secondly, permit the establishment of 
more small-sized privately-owned banks; thirdly, reduce tax.

China ,  the Uni ted Sta tes ,  and 
Europe took dif ferent approaches to 
stimulate their economies following the 
financial crisis in 2008. China launched a 
government-led RMB 4 trillion stimulation 
package, the United States let the market 
dominate, and Europe fell in between.  

The RMB 4 tril l ion stimulation 
package succeeded in helping China’s 
economy recover and achieved a GDP 
growth of 8% in 2009. But the forceful 
monetary and fiscal policies also resulted 
in structural damage in the long run. It is 
still too early to judge the effect of the 
stimulation policy, but China’s economic 
downturn is a fact and it is uncertain 
whether or not China’s economy will 
experience a soft landing.  

Looking at the United States, its 
economy is still recovering since the worst 
situation in 2009.   

Here are my suggestions on how 

China regulates economic structure and stabilize growth:
Firstly, the Ministry of Land and Resources, China 

Bank Regulatory Commission (CBRC), and other relevant 
departments should step up the building of rural land 
circulation markets, turning the land owned by peasants 
from “dead” fortune to “living” capital. 

Secondly, CBRC and other governmental agencies 
may approve the incorporation of more mini-sized 
private banks, community banks, and other non-deposit-
taking-lenders (NDTL) in order to finance numerous 
small privately owned banks. 

Thirdly, tax reduction is helpful for boosting 
growth while adjusting structure. 

Source: TV Debate 4 – Economics Thoughts: Demand-
side Management vs. Supply-side Reform
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Gain More Understanding of Supply-side Management

China generally has continued the demand-side management since the 
1990s and Keynesian economics played a key role in this process although it 
now faces challenges.  

The Chinese have recognized that the market plays a leading role in 
resource allocation and the government should play a helping role. So how 
should the government play its helping role effectively? The counter-cyclical 
regulation as part of Keynesianism should come out. It’s not likely that a 
2.0 version of the RMB 4 trillion stimulation package will be released as its 
possible side-effect have been increasingly recognized and disagreement 
has been more apparent. 

China’s reform has come to the “deep water” stage with more 
difficulties and institutional improvement considerably lagging. We need 
to gain a better understanding of supply-side management. Here are my 
suggestions. 

Firstly, never rashly launch short-term stimulation packages when 
give full play to the market role. Considering our reform lags behind, 
what the government needs to do is restrain its behavior while regulating 
employment and prices in order to give full play to the market.

Secondly, although we emphasize the combination of demand-side 
and supply-side management, market-based means should be the key when 
tackling practical problems. What’s more, American supply-side economists 
reveal to us that tax reduction revitalizes supply-side management.

Source: TV Debate 4 – Economics thoughts: Demand-side Management vs. 
Supply-side Reform

Jia Kang, 
Director of Research Institute for Fiscal Science, Ministry of Finance

American supply-side economists reveal to us that tax 
reduction revitalizes supply-side management. 
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Economic Slowdown isn’t a Bad Thing

Keynesian economics addresses short-term problems 
while supply-side economics tackles long-term issues. One 
involves business cycles and the other structural issues. The 
past five years of experience in China shows that both can 
play a positive role.

When the last financial crisis broke out, the RMB 4 
trillion stimulation package greatly helped drive economic 
growth. But this was a short-term effect and some long-
term issues might have gotten worse, e.g., macroeconomic 
structure, government debts, “shadow banking”, and so on. 
In particular, the structural problems in China’s economy 
are severe and it is very difficult to shift from export and 
investment-driven growth to consumption-driven growth. 
Depending too much on short-term supply-side measures 
does no good in addressing structural problems. 

Therefore, China needs structural reform to tackle long-
term economic development. The fact that China’s economy 
is slowing down indicates that the economic growth pattern 
in the country is changing. Economic slowdown is not a bad 
thing if it is changing towards a green, sustainable economy 
which lends more support to its service sector. China is and 
should adhere to doing so.  

Source: TV Debate 4 – Economics Thoughts: Demand-side 
Management vs. Supply-side Reform

Demand-side management shouldn’t 
be excluded in the short run

In the short run, supply-side reform 
should not conflict with demand-side 
management. The former is a long-
lasting measure whose aim is to raise the 
potential productivity of an economy. But 
when an economy is going downward, 
demand-side management measures 
should be taken. 

—Teng Tai, Winbro Institute of 
Economic Research  

Keynesian economics addresses short-term problems while 
supply-side economics tackles long-term issues. The past 
five years of experience in China shows that both can play a 
positive role. 

Stephen Roach, 
former Chief Economist for Morgan Stanley; Professor of Yale University

>> Outside Voice
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Neither Demand-side Economics nor 
Supply-side Economics Creates Sufficient Jobs

I oppose both Demand-side economics and Supply-side 
economics. One is used to keep up demand, and the other to fuel 
supply. Although both demand and supply should be maintained, 
neither economic model adequately develops the economy in a 
manner that creates sufficient jobs and runs vigorously.

Keynes believes that government deficits can creates jobs and 
increases output; but its negative effect is increasing. With the rise of 
public debt and productivity, the workforce is shrinking. In addition, 
high public debt is inextricably linked to tremendous risk.

It has been proven that Keynesian economics cannot see 
continuous success, but no case has yet demonstrated that 
governmental borrowing can actually increase employment. However, 
government-led tax cuts have been shown to increase disposable 
personal income, consumption, and domestic demand, thereby 
stimulating employment.

The regulatory system, as well as the payment and subsidy by 
government, are not necessarily bad. But government subsidies are 
often detrimental if it is only intended to service a certain group 
only. I couldn't help but think of America as being a little bit Chinese, 
protecting some groups against other groups and negotiating the 
path of the economy.

Source: TV Debate 4 – Economics Thoughts: Demand-side Management 
vs. Supply-side Reform

Edmund S. Phelps, 
winner of the 2006 Nobel Prize in Economics; Professor of Columbia University

No case has yet demonstrated that governmental borrowing 
can increase employment. However, government-led tax 
cuts have been shown to stimulate employment.
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Edmund S. Phelps, 
winner of the 2006 Nobel Prize in Economics; Professor of Columbia University

Economic Growth should Rely on 
Entrepreneurship Rather Than Government

Zhang Weiying, 
Professor of Economics, Guanghua School of Management, Peking University

The most important dr iving force for any economy is 
entrepreneurship. It is disastrous to create demand either by 
monetary policy or through governmental means.

“Demand-side vs. Supply-side" is very 
misleading. Should economy be driven by 
governments or by entrepreneurs? Keynes 
believes that the answer is governments, 
which operate their  economies by 
controlling investment, consumption, 
exchange rate, etc. But in my opinion, 
the most important driving force for an 
economy is entrepreneurship, including 
the demand created by entrepreneurs. It 
is disastrous to create demand either by 
monetary policy or by governmental error.

The demand created by entrepreneurs 
is real, and not simply created for the 
purpose of generating money. Although 
entrepreneurs may make poor judgments 
and c rea te  undesi r ab le  demands , 
government-created demand does cause 
more shocking flaws and often misguides 
entrepreneurs. If a financial crisis occurs as a 
result of faults by the entire entrepreneurial 
community, it must be ascribable to the 
misguiding efforts of the government.

Every crisis is caused by structural problems. 
The monetary policy of a government is bias instead 
of being neutral, leading to an overall structural of 
imbalance that triggers an economic crisis.

Since the 2008 financial crisis, the Chinese government 
has implemented a Keynesian demand management policy, 
which has maintained a stable economy in some sense, but 
led to a serious structural crisis.

Therefore, Chinese government should refrain 
from active stimulus and let businesses fail in order to 
foster entrepreneurship throughout the country. After 
all, it was a policy of entrepreneurship-driven economy 
that Deng Xiaoping used for China's economic take off.

Source: TV Debate 4 –Economics Thoughts: Demand-
side Management vs. Supply-side Reform

I t  was a po l ic y of  ent repreneur ship-dr iven 
economy that Deng Xiaoping used for China's economic 
take off.
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Discussion on the Future of Central Banks

Zhou Xiaochuan, Governor, People's Bank of China

China has been implementing unconventional monetary policies because 

it does not have all the economic conditions necessary for conventional 

policies during its transition.

Li Jiange, Chairman, Shenyin & Wanguo Securities

Financial reform is mainly driven by the central bank, which should 

firmly do what it considers right.

Gary Parr, Vice Chairman, Lazard

One of the duties of central banks after the financial crisis in European 

countries and in the US has been taking the role of "the last lender" and 

ensuring financial stability. However, this sows seeds for future disasters.

The 2008 financial crisis has forced major central banks to change their methods of 
operation. Central banks in developed countries have implemented unprecedented 
unconventional policies and assumed more responsibilities, such as maintaining 
financial stability in addition to controlling inflation. Emerging market economies, like 
that of China, also see a great deal of change to their monetary policies. But the key 
question is: Will these be new routines for the central banks and monetary policies in 
those countries? And also: Can those new monetary policies be effective?

Change to the financial regulation system is much slower than the revolution in 
the functions of central banks. Now the financial crisis has been underway for five 
or six years, and the regulatory policies and institutions have substantially changed, 
especially in European countries and the US. Now we would like to ask whether 
market organizations and clients feel safer with such changes? What is the purpose of 
regulation? Is it for the safety of the financial system or that of its clients?

These questions have been repeatedly asked and answered by different individuals 
over two sessions, "The Future of Central Banks" and "Slow and Painstaking Global 
Financial Reform", during Boao Forum 2014. People are reflecting on and reforming 
central banks, the most sensitive organizations, and finance, the most sophisticated 
market system, in the economic system to a far greater degree than previously.

  Panelists:
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Discussion on the Future of Central Banks

Juan Rodríguez Inciarte, Senior Executive Vice President , Banco Santander

The biggest lesson that we have learned from the financial crisis is that 

you must restrict yourself however powerful you think you are.

Geoff Riddell, Member of Group Executive Committee, Zurich Insurance Group

The unconventional policies of central banks benefit risk-takers and the 

rich, while sacrificing the low-income groups and depositors.

Gerry Grimstone, Chairman, Standard Life, UK

In addition to the central bank, China's financial regulation structure also 

includes CBRC, CSRC, and CIRC. This sector-specific regulation mechanism is defective 

because products on the financial market are inherently associated with each other.
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In the last decade, inflation-targeting monetary policies using 
interest rate tools have been implemented in many countries. 
These are conventional policies. However, they no longer function 
as expected due to changes in the international condition, which 
necessitates unconventional monetary tools such as quantitative 
easing-the most major one of recent years.

If we can leave the environment of zero or low interest rates, we 
can return to the monetary policies of the last decade. However, if 
there is any financial instability, or any abnormality in capital inflow, 
capital outflow, or in the exchange rates of emerging economies, 
central banks may intervene once again using unconventional 
monetary policies.

In fact, China has been implementing unconventional monetary 
policies because it does not have all the economic conditions 
necessary for conventional policies during its reform and transition.

China utilized expansive fiscal and monetary policies to build an 
ultra-low interest rate environment in response to the Asian financial 
crisis and included monetary and fiscal policies in its stimulus 
package program introduced in the midst of the 2008 financial crisis. 
These policies were not only for securing growth, but also for financial 
stability.

Should the central bank be more independent? This is an 
essential challenge. Being independent, the central bank has proactive 

A Dependent Central Bank is a Logical Choice 
during the Transition Period

Zhou Xiaochuan, 
Governor of  People's Bank of China

China has been implementing unconventional monetary policies 
because it does not have all the economic conditions necessary for 
conventional policies during its transition.
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Moreover, the reform also needs support from 
healthy commercial banks. However, commercial banks 
can hardly find sufficient financial resources to write 
off assets for the purpose of recapitalization, and have 
to look for money from the market. The Chinese capital 
market has not been fully developed and this, again, 
justifies that the central bank, which can only work with 
other ministries and commissions for the reform during 
the transition period.

It's difficult to say whether an independent central 
bank or a dependent central bank is better, but for 
China, reform and opening-up during the transition 
period is still a key topic for today.

Source: Sub-forum 23 –The Future of Central Banks

objectives that really matter, especially 
concerning the stability of the f inancial 
market, including exchange rates, capital 
bubbles, etc. In fact, capital bubbles are not 
the same as normal inflation problems. So 
there are some issues deserving of further 
discussion.

When China is converting from centrally-
controlled conventional economy to market 
orientation, its central bank has to cooperate 
with other ministries and commissions in order 
to push forward the reform. If the central bank 
and regulatory organizations were not part 
of the government, they would find it hard to 
communicate with each other.

Dependent Monetary Policies Need a Financial Regime for Support

Governor Xiaochuan tells us the basis on which to execute monetary policies. He seems to talk about whether inflation 
should be the target (the conclusion, of course, is there are different targets other than low and stable inflation), but in fact 
implies that the central bank is not highly independent, has to "consult with other departments before any action can be 
taken", and has not won "a systematic sense of trust"! Without substantial transformation of the financial regime or the 
growth model, some sectors' compelling demand for money cannot be suppressed, and the central bank can never take the 
valve of liquidity under its control.

—Zhong Zhengsheng, Analyst, Guosen Securities

When China is conver ting from its centrally-
c o n t r o l l e d  c o n v e n t i o n a l  e c o n o m y  t o  m a r k e t 
orientation, its central bank has to cooperate with 
other ministries and commissions to push forward the 
reform. Moreover, the reform also needs support from 
healthy commercial banks.

>> Outside Voice
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China's economy is currently going through a 
transitional phase and the People’s Bank of China 
(PBC) has been granted greater responsibilities 
compared with the central banks of developed 
countries. Currently, it is the PBC that acts as the 
main driving force behind China’s financial reform, 
and this can be demonstrated in four ways: Firstly, 
interest rate liberalization is moving forward 
within the framework of the PBC’s functionalities 
and the PBC is also playing the main role in 
ensuring the convertibility of the national currency 
RMB. Secondly, the deposit insurance system, 
controlled by the PBC, is designed to encourage the 
strengthened self-restraint of financial institutions. 
All of these are also duties that a central bank 
should perform and must achieve. 

Since 2008, China has implemented some 
economic stimulus policies including fiscal and 
monetary ones, that are still widely questioned. 
W h en o t h e r s  a re  s t i ck in g  to  a  so - c a l l ed 
conventional monetary policy, the adoption of 

Central Banks are the Main Driving Forces 
behind Financial Reform

Li Jiange,
Chairman of Shenyin & Wanguo Securities

PBC needs to stick to its own principles and practices that 
have been determined as the right things to do.
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unconventional policies will inevitably invoke 
heated discussions and criticisms. However, 
we can’t know for certain the consequences if 
these policies are not taken, and neither can 
the economists. Therefore, the PBC needs to 
stick to its own principles and practices in 
order to determine the right course of action.

Source: Sub-forum 23 – The Future of Central Banks

W h e n  o t h e r s  a r e  s t i c k i n g  t o  a  s o - c a l l e d 
conventional monetary policy, it ’ll invoke heated 
discussions and criticisms if any unconventional 
policies are adopted.

>> Outside Voice

We must Grant the PBC Access to Comprehensive Information Regarding Financial Operations

There’s no major issue regarding the levels of power between one central bank and three regulatory committees, but 
from the standpoint of functionality, only the central bank can provide the final liquidity to the market and boost market 
confidence whenever a financial crisis occurs. This has been demonstrated by the power expansion of the US Federal 
Reserve and the European Central Bank right after their financial crises. If the PBC is expected to act as the lender of last 
resort, then the Central Bank must be granted access to comprehensive information regarding financial operations, which 
will facilitate a better regulation on and coordination with industries of banking, insurance, and securities, and also ensure 
a timely detection of risks.

—Wu Xiaoling, Vice Chairman of the NPC Financial and Economic Committee; Dean of Wudaokou Finance 
College of Tsinghua University 
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Are the unconventional policies of the central banks working? 
Are they sowing the seeds of future problems? The answer to both 
questions is "yes".

In the US and Europe, following the global financial crisis, the 
role of the central banks was the lender of last resort to secure 
financial stability. Take the US for instance, where the central bank’s 
purpose is to provide the market with sufficient liquidity to ensure its 
stability, and the Federal Reserve played a critical role in doing this.

The European Central Bank has to control not only inflation and 
financial stability, but also the stability of the banking industry as a 
whole. The same is true for Japan. The major problem facing Japan’s 
economy is deflation, and the Central Bank of Japan has stepped in 
to change the dynamic of its stability. But all of these unconventional 
policies have sowed the seeds for future problems. At any time, a long 
period of low interest rates maintained by intervention could viably 
lead to market distortions. What are the consequences? We’ll wait and 
see. 

Besides unconventional policies, the stress test is another 
methodology to restore confidence in a banking system. This practice 
is commonly adopted in the US and Europe. In China, where there 

US Decentralized Regulatory Organizations 
Led to Inefficiency

Gary Parr, 
Vice Chairman of Lazard

In the US and Europe, following the global financial crisis, 
the role of the central banks was the lender of last resort 
to secure financial stability, but they may also be sowing 
the seeds of future problems.
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the US would launch a series of measures to achieve 
financial stability. However, due to the fragmentation 
of regulatory organizations, only 51% of the rules are 
carried out under provisions stipulated in the 20,000 
page document. One example is the Volcker Rule, 
which requires 5 regulatory organizations to implement 
actions in coordination with one another, and the Rule 
is described in 950 pages, which is rather onerous. 
Different financial institutions are lack unity, and 
regulatory organizations are typically decentralized, 
leading to inefficiency. Accordingly, when a crisis occurs, 
central banks are asked to take the responsibility. This 
is a lesson that needs to be learned.

Source: Sub-forum 23 – The Future of Central Banks

is no systemic failure, it could certainly be 
implemented. Whether China can take the 
stress test methodology drawing conclusions 
from the global f inancial crisis is still a 
question which I think it’s a reference. 

There are al so negative examples 
in US f inancial regulatory practices, as 
shown in the lack of cooperation between 
regulatory organizations. The central bank 
is the lender of last resort, so if the overall 
system is not working, the central bank 
must step into secure financial stability. 
However, regulators have their own various 
rules and laws. Based on the Dodd Frank Act, 

To Maintain Financial Stability would Affect Central Bank Independence 

The macro-prudential tool works in some fields, but there is relatively limited experience of its usage, especially in 
developed economies. When prudential policies demonstrate their shortcomings, monetary policy may need to lend a hand 
in securing financial stability by using interest rates to lean against the wind of emerging financial imbalances. Certainly, 
this would affect central bank independence. Therefore, low and stable inflation is crucial while considering the continuance 
of monetary policy, so as to maintain financial stability in different cases. 

—Christine Lagarde, Managing Director of the International Monetary Fund

At any given time, a long period of low interest 
rates maintained by intervention will eventually lead 
to market distor tions. What are the consequences? 
We’ll wait and see.

>> Outside Voice
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There are 27 countries in the European Union, so when facing a 
crisis, the EU cannot be expected to react as fast as the US. However, 
at present the whole Euro zone market is much more active than 
previously expected. Two years ago, many people believed that 
the Euro would collapse, and no one thought that there would be 
a unified solution, as there is today, and a unified regulatory body 
would ever be established by European Central Bank leaders. An old 
Chinese proverb states that "crisis goes with opportunities". We regard 
the crisis as an opportunity to establish in Europe a powerful financial 
system, rather than focusing on the crisis as a negative entity. The 
biggest lesson for us is that no matter how powerful you think you 
are, you have to restrain yourself. 

The financial structures of China, Europe, and the US have 
notable distinctions. In China, the government adheres to a strict 
financial mechanism, and the financial performance right now is 
impressive, because China has the largest foreign reserve. The 
financial condition in the US is good, too, as it has an edge due to 
its use of the US Dollar as the global reserve. In other words, capital 
is available by simply printing paper currency. Europe has less of an 
advantage, because the Euro is not the dominant foreign currency 

The Monetary System of Europe has a Distinct Edge

Juan Rodriguez Inciarte, 
Senior Executive Vice President of Banco Santander

The Euro is not considered to be the dominant foreign currency and 
consequently it has to control currency expansion. Therefore, the 
European Central Bank is very cautious and less aggressive than the 
US Federal Reserve in printing money, and its regulatory system is far 
more complicated.
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banking, the US accounts for 37%, Japan for about 5%, 
while China takes up merely 3%. Shadow banking is 
not necessarily a threat to the financial system; in fact, 
overall it has played a supplementary role. However, 
when the banking system is unable to provide normal 
liquidity, a paralleled capital market is required to do 
the supplementing. The key issue of shadow banking 
lies in the transparency of these products and the 
effective protection of investors.

Source: Sub-forum 21 – Slow and Painstaking Global 
Financial Reform

and its central bank has to control currency 
expansion. Therefore, the European Central 
Bank is very cautious and less aggressive than 
the US in printing money, and as a result its 
regulatory system is more complicated. But 
the EU finds its advantage in better financial 
numbers, including GDP growth rate, debt to 
GDP ratio, and fiscal deficit to GDP ratio, in 
comparison with the US.

A nother  con t rover s y  in  f inancia l 
regulation is "shadow banking". Taking into 
consideration the whole of global shadow 

Shadow Banking is an Important Funding Source

China’s shadow banking problem is not evil or negative, as it is often described by the outside world, but in 
reality it has become an important funding source for China. Shadow banking is more creative and conducive to the 
support of start-ups. The only problem is the need for their regulation. The shadow banking system is a relatively new 
concept. So the first thing to do is to let the regulator study them and get enough information, then to take the next 
step.

— Robert Shiller, Professor of Yale University; Nobel Prize Winner in Economics 

Shadow banking is not necessarily a threat to the financial 
system; in fact, overall it has played a supplementary role in the 
overall banking system. The key issue of shadow banking lies in 
the transparency of these products and the effective protection of 
investors.

>> Outside Voice
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The unconventional policies of central banks have helped to 
achieve recapitalization and gained an environment which features 
slow interest rates. However, the losers are the insurance companies, 
especially life insurance businesses that suffer a great deal when 
interest rates are low. There will likely be solvency questions if 
low interest rates continue for much longer. Meanwhile, in a social 
sense, risky and incautious behavior is rewarded, and the wealthy are 
rewarded, while the middle class, the poor, and the depositors fall 
victim.

In addition, although these unconventional means really work 
in the short-term, the long-term effectiveness can’t been gauged 
at present. The Central Bank succeeded in dealing with speculation 
of the Swiss Franc, but it is very difficult for the bank to address a 
coordinated speculation. The currency speculation in this particular 
case was not a coordinated one, preventing the speculators from 
proving successful. So it cannot be proved that this is a best practice 
from which other economies can learn. 

Source: Sub-forum 23 – The Future of Central Banks

Low Interest Rates Reward Risky Behavior

Geoff Riddell, 
Member of Executive Committee of Zurich Insurance Group

The unconventional policies of central banks benefit risk-takers and 
the rich, while sacrificing the low-income groups and depositors.
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There are many problems within China’s financial regulatory 
structures. For example, the structure is comprised of the Banking 
Regulatory Commission (CBRC), the Securities Regulatory Commission 
(CSRC), the Insurance Regulatory Commission (CIRC), and the People's 
Bank of China (PBC), but the products of the financial market are 
inherently associated with each other, so there will undoubtedly be 
problems when they are regulated separately. Over the past few 
years, lawsuits against financial institutions have been increasing. 
While most of these cases can be solved through simply regulatory 
measures, rather than being referred to the court, China must set 
up a prudent supervision system, and it should be cross-functional. 
Customers must be fairly treated, and more information should be 
disclosed. But in the current regulatory framework, it is difficult to 
make this happen. 

Financial supervision should cover three aspects: prudential 
supervision to restrain the financial system from negatively impacting 
the economic system, behavior supervision to prohibit financial 
institutions from hurting the interests of consumers, and enterprise 
self-supervision. 

Source: Sub-forum 21 – Slow and Painstaking Global Financial Reform

Supervising Function Separation 
into Three Regulatory Bodies

Gerry Grimstone, 
Chairman of Standard Life, UK

China’s financial regulatory structure is comprised of CBRC, CSRC, 
CIRC, etc. This sector-specific regulation mechanism is defective 
because products on the financial market are inherently associated 
with each other.
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Discussion on Internet Finance

The big heat of Yu’eBao is undoubtedly just a miniature in the hot issues of internet 
finance. Today, whenever we search “internet finance” in Baidu, we get over 60 million results. 
To say the least, internet finance is one of the hottest two words in China.

Does internet finance overthrow traditional finance? Where will it be in the future? How 
should we regulate it? In this annual meeting, sub-forums have been held on “Internet 
Finance: a Way towards Rational Prosperity” and “Micro-finance: Asia’s Innovation and 
Practice” for many distinguished guests, who are currently engaged in finance, academics 
and regulation bureaus—expressing their opinions on those issues. With China’s growing 
internet finance industry, it is important to consider these different voices from the outside 
environment, for developing and regulating the industry.
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Xie Ping, Vice President of CIC

Internet finance helps embed financial management, investment, 

payment and insurance into user behaviors. This is the big change that 

internet finance brought to the human life.

Chen Long, Associate Dean of CKGSB

Underdeveloped financing system and technological revolution 

provides a good opportunity for internet companies to engage in financing. 

They will be as great as the Shanxi merchants of the past in changing the 

future of finance.

Ma Weihua, Chairman of Wing Lung Bank ; former President of China 

Merchants Bank

Although products, such as Yu’eBao, divert current deposits, interest 

rate control is the fundamental reason of current deposit losses. Internet 

finance will force banks to conduct proactive reform and promote interest 

rate liberalization.

Gregory D. Gibb, Chairman of Shanghai Lujiazui International Financial Asset 

Exchange Co. Ltd. (Lufax)

If we can weight up the pros and cons of technology, demands 

and regulations, countries in Europe and the US will probably learn by 

experiencing internet finance from China in the near future.

Dong Wenbiao, Former Chairman of China Minsheng Banking Corp. Ltd.

Virtual finance cannot replace financial entities. No matter how much 

the Internet develops, face-to-face exchanges will still be the most important 

way of communication, forever.

Yan Qingmin, Vice Chairman of  China Banking Regulatory Commission

It is only by regulating internet finance, can we make it possible for 

newcomers to develop in an orderly way; and at the same time, upgrade the 

capability of banking entities to run businesses.

  Panelists:
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Internet Finance is a Subverting Innovation

Xie Ping, 
Vice President of CIC

Internet f inance helps embed financial management, 
investment, payment and insurance into user behaviors. This 
is the big change that internet finance brought to human life.

There are some conflicts between Internet and 
traditional finance. The Internet advocates openness, 
democracy and disintermediation, while traditional 
finance emphasizes nobility, asymmetric information 
and earnings. The Internet brings financial democracy 
and benefits-to-all, enlarging the limited margin of the 
traditional financing market. Theoretically, Internet 
finance will have an unlimited trading margin.

Expanded trading margins can bring in lower 
transaction costs. For example, with the P2P mode, 
loans will be available for strangers. Although, it will 
increase information asymmetry, breach of contract 
can be controlled, once loans are adequately scattered. 
With this premise, relatively high interest rates will 
be enough to make up for the loss of information 
asymmetry, to enable investors to gain profits that 
are higher than deposits. On this basis, depositors will 
naturally divert from banking towards internet finance. 
The core principle of banking is to gather the money 
of depositors for landing in order to attain an interest 
margin. Using the internet platform, investment and 
financing sides can easily bypass banks to directly close 
the deal, and thus, disintermediation can be realized.
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The Internet brings f inancial democracy and 
benefits-to-all, enlarging the limited margin of the 
traditional f inancing market. Theoretically, internet 
finance will have an unlimited trading margin.

Yu Ebao is the First Step towards the Normalization of China’s Financial System

The financial market of America is richly endowed with alternative investment products and methods. There is no need 
for financial products, such as Yu’eBao, in the inter-bank market. In fact, profits come from the interest margin, between 
the inter-bank market and common deposit rate. For China, this is the first step towards the normalization of its financial 
system.

—Alan Greenspan, former Federal Reserve Chairman

Besides low cost and disintermediation, 
a more important function of internet finance 
is to be able to embed financial management, 
investment, payment and insurance into user 
behaviors, such as traveling, shopping, dining, 
taking a taxi and seeing movies. For example, 
Tencent unveils Yulebao together with 
Dianping and Alibaba. This is a big change that 
Internet finance brought to human life.

Source: Session 2 – Internet Finance: a Way 
towards Rational Prosperity

>> Outside Voice
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The Impact of the Internet in Finance is Just like
the Impact of E-business in Traditional Business

Chen Long, 
Associate Dean of CKGSB

In the end, financial institutions concentrate on 
selling products. Therefore, the financial shock, from 
these channels, is no smaller than that of an E-business, 
compared to a traditional business. However, financial 
products are different from common goods. Its fixed 
uncertainty will result to the information asymmetry of 
both parties in a transaction, which will further lead to 
adverse selection and moral hazard. Of all industries, 
financial institutions are faced with the most serious 
regulations.

For instance, the P2P mode can link lending and 
borrowing entities together through the internet, and 
successfully reduce costs by way of channel innovation, 
which in turn, causes a certain impact on traditional 
finance. Meanwhile, an open network platform gives 
P2P financing, both high risks and profits, and more 
requirements are needed for risk management. In 
general, two kinds of institutions can meet these 
requirements: institutions that own enormous data, 
such as Alibaba Microcredit; institutions that have the 
ability manage risks and price setting, such as Lufax.

Let’s move on to Yu Ebao. Its innovation is simpler 
than P2P, but causes the biggest impact, so far. Yu Ebao 

The underdeveloped financial system and technological revolution 
provide good opportunities for internet companies to engage in financing. 
They will be as great as the Shanxi merchants of the past in changing the 
future of finance.
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The Impact of the Internet in Finance is Just like
the Impact of E-business in Traditional Business

The P2P mode l inks lending and borrowing 
entities together through the Internet, and successfully 
reduces costs by way of channel innovation, which in 
turn, causes a certain impact on traditional finance.

Internet Finance is a Kind of Self-actualization

Maslow's Hierarchy of Needs involves the fundamental level of physiological and security needs, social and esteem 
needs, and as the summit is reached, self-actualization. As a matter of fact, finance is a kind of self-actualization and 
confidence from the society. Common people must have adequate equal rights before acquiring financial services. Hence, 
the Internet upgrades them from a level of security towards a level of self-actualization. This is the biggest value of the 
Internet.

—Cai Jian, Executive Dean of PIER

refuse such an imagination-they will change the future 
of finance, just like what the Shanxi merchants did in 
the past.

Source: Sub-forum 2 – Internet Finance: 
towards Rational Exuberance

is nothing but a channel that connects to 
Alipay, making it possible to sell more currency 
funds faster with less cost. Simple innovations 
always results to better outcomes, since it 
bears less risk. Yu Ebao is no exception. It can 
both facilitate pay outs and provide interests, 
which are merely the two basic functions in 
banking. Yu Ebao does a good job with these 
two aspects, thus, causing a direct impact on 
banks.

In history, Shanxi merchants established 
Shanxi Draf t  Banks and changed how 
traditional payment was practiced. Today, 
the underdeveloped financial system and 
technological revolution provide good 
opportunities for internet companies to 
engage in financing. There is no reason to 

>> Outside Voice
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Interest Rate Control is the Fundamental Reason for Deposit Loss

Although online financial products such as Yu Ebao often attract 
current deposits from traditional banks, but interest rate control is 
the fundamental reason behind the loss of current deposit. Internet 
finance will impel the banks in reverse into initiative innovation and 
interest rate liberation.

Internet Finance shall be Properly 
Guided Rather Than being Hastily 
Banned

Online finance shall be subject 
to supervision, beyond doubt, but the 
right method of supervision shall take 
the form of proper guidance rather 
than hasty bans. In order to accelerate 
the reform of the f inancial sector, 
unnecessary administrative regulations 
must be removed to create a free market 
environment which allows financial 
institutions to provide better services for 
their consumers and other enterprises.

—Zhang Chenghui, Head of the 
Financial Institute of the Development 

Research Center , the State Council

Due to limited resources, the traditional banking industry put most of their 
emphasis on VIP clients while neglecting ordinary clients. Internet banking 
thus emerged accordingly to fill the gap, resulting in the democratization and 
equalization of the financial area. 

Online financial products such as Yu Ebao often attract current deposits 
from traditional banks, but this should not be attributed to these online financial 
products, interest rate control is deemed to be the fundamental reason behind 
the loss of current deposit. From the standpoint of banks, instead of spending 
much more to absorb monetary capital back in the form of interbank deposits, 
it’s better to proactively liberalize deposit interest rates. From this point of view, 
internet finance will impel banks to take the initiative to reform and realize the 
market-oriented interest rates mechanism. Recently, products such as virtual 
credit cards and two-dimensional code off-line payment have been banned out of 
consideration for the high potential risk, to the traditional financial perspective. At 
the present time, being cautious is not a bad thing, but ceasing to try is also not 
entirely rational. Businesses such as P2P and platform automated transactions 
are all right to be completely opened, but it is triggering the signal for regulatory 
intervention when the platform is to do fund pools or guarantee businesses. 
There’s no such concern about Yu Ebao, as it is the environment without a market-
oriented interest rate that has brought this product into being.

From a general standpoint, supervision of internet finance should not take an 
oversimplified methodology to banning new products, on the one hand, and on the 
other hand, the regulation should stick to the most basic principles, forbidding illegal 
fundraising and public savings absorption. These two principles are associated with 
the public interest, which will incur serious social crisis if being tolerated.

Source: Sub-forum 2-Internet Finance: towards Rational Exuberance

Ma Weihua, 
Chairman of Wing Lung Bank; former President of China Merchants Bank

>> Outside Voice
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The Future of Internet Finance Lies
 in China rather than Europe or the US

There are three unique advantages that 
internet f inance has over traditional f inance 
in terms of investment and f inancing: lower 
transaction costs, higher liquidity, and optimal 
allocation of resources.

Low costs may represent the most apparent 
and distinct characteristics of internet finance, 
with a transaction cost equaling merely one fifth of 
regular bank transaction. The remarkable decrease 
of transaction cost not only allows for more 
market coverage, but also provides higher returns 
for investors, which in turn attracts more client 
participation. 

Traditional finance adopts B2C model, while 
internet finance utilizes a mode of platforms which 
creates a network structure of transaction. All 
clients on the platform can gain financing as well 
as make investment. The platform mode creates 
liquidity, and the higher the liquidity is, the lower 
the financing cost and systematic risks will be. 

As a tool, internet finance is able to carry 
out an important function of finance itself - the 
allocation of resources. Take the P2P platform of 
Lufax as an example. Most of its borrower clients 
come from second-tier and third-tier cities, while 
60% to 70% of the investment customers are from 

If technology, demand, and regulation are well balanced, 
China is likely to be a role model to the US and Europe on 
internet finance in the near future.

Gregory D. Gibb,
Chairman of Shanghai Lujiazui International Financial Asset Exchange Co. Ltd. (Lufax)

first-tier cities such as Beijing, Shanghai, Guangzhou 
and Shenzhen. Thanks to the internet platform, capital 
is able to break the regional enclosure of traditional 
finance and improve its utilization efficiency. 

As to the future of Internet finance, it certainly 
will be the story of China, rather than that of the US, 
which enjoys a more advanced internet infrastructure 
and experienced an earlier appearance of internet 
finance. For one thing, the retail financial market in the 
US is too developed to exert the low cost advantage 
of internet finance. For another, the propertied class in 
the US is made up mainly of middle-aged people, whose 
conservative values disincline them from accepting new 
things such as internet finance.

In contrary, in China, many young people have had 
initial capital accumulation, and more importantly, they 
are willing to try new things and accept the associated 
risks and gains. The financing requirement, investment 
philosophy, and the acceptance towards new concepts 
by younger generations will push forward China’s 
internet finance industry to a new peak. If technology, 
demand, and regulation are well-balanced, China is 
likely to be a role model to the US and Europe on 
Internet finance in the near future.

Source: Sub-forum 2 – Internet Finance: towards 
Rational Exuberance
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The Internet will not Replace Banks

Virtual finance cannot replace genuine finance. No matter 
how the internet developed, face-to-face communication 
between real people will always be the most important 
means.

The current buzz surrounding internet finance is 
mostly hyped by practitioners and the media. Internet 
finance, in essence, is virtual, while traditional finance, 
represented by on-premise banks, is real. According 
to the development experiences of the US, virtual 
finance cannot replace genuine finance. No matter how 
the internet developed, face-to-face communication 
between people will always be the most important 
means. 

The statement by Ma Yun, suggesting that the 
internet is ready to replace banks, actually was uttered 
in a tone of exaggeration. In fact, the internet is a 
technical means to finance. Internet finance does have 
an exerted impact on traditional finance, but far less 
than the degree of "replacing". Moreover, traditional 
f inance has been reaching out constantly to the 
internet. 

As a matter of fact, banks and the internet are not 
in a direct competition; on the contrary, the two parties 
share a broad cooperation on the platform of modern 
science and technology. Only when the virtual and the 
real are combined to make full use of the advantages 
of the platform, will a better development and social 
improvement be achieved. 

Source: Sub-forum 1 – Micro and Small Business 
Finance: Asia’s Innovation and Practice

Dong Wenbiao, 
Former Chairman of China Minsheng Banking Corp. Ltd.

Internet Companies should not Try 
to Engage in Finance with an Aim to 
Subverting It

Internet companies should not try to 
engage in finance with an aim to subverting 
or changing it, or else it will be a disaster for 
the financial environment. In essence, internet 
finance is a form of finance and the internet’s 
rule of survival, the fast is superior to the 
slow, is not applicable to the finance sector. In 
the internet age, formation and distribution 
of risks are becoming increasingly prevalent 
with improvements in efficiency and consumer 
group expansion. As such, supervision over 
the finance sector should be strengthened 
rather than relaxed. 

—Fan Shuangwen, Vice Director of 
Payment and Settlement Department ,PBC 

>> Outside Voice
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Appropriate Supervision to be a Necessity
Appropriate regulation is necessary to allow the relatively 
newborn internet finance industry to develop normally and 
in order, and at the same time, allow banks to enhance their 
operational abilities.

Yan Qingmin, 
Vice Chairman of China Banking Regulatory Commission

Aimed to fix the absence of supervision 
over internet finance, the State Council held 
a conference to outline inter-departmental 
coordination and responsibility. They also 
discussed supervision of internet finance, 
and set up a regulatory system jointly led by 
the Central Bank and the Banking Regulatory 
Committee. Overall, the regulatory policies 
can be summarized as “being appropriate, 
classified, coordinating, and innovative".

First of all, the degree of supervision 
should be appropriate. Being appropriate is 
the most basic and core principle, as it will 
cause overwhelmingly unfair competition 
without appropriate regulations. In the future, 
the regulators will gradually introduce more 
and more basic rules to regulate the field of 
internet finance and prevent irregularities.

Secondly, supervision should be carried 
out based upon recognized classifications. 
There are numerous f inancial products 
associated with internet finance, some relying 
upon products such as Yu Ebao, and some 
relying upon credit platforms or P2P. In the 
regulatory practices, different products shall 
be classified and subject to different policies 

rather than having one overall regulatory policy.
Thirdly, supervision should be carried out in 

coordination. Overseas development experience has 
shown that mixed operations is the trend of the future. 
In China, the current mode of supervision is separate 
based on industry classifications, which has shown 
its limitations in the face of financial institutions 
engaging with mixed operations. To solve this problem, 
a coordinated supervision must be emphasized so as 
to reduce regulatory arbitrage and realize an effective 
supervision.

In closing, innovation should be valued. In the 
past, regulators have often focused too much on the 
stock and ignored the flow. However, in the internet era, 
the flow is not less important than the stock, but rather 
more important. During the supervision of internet 
finance, ideas shall be changed to put the stock and 
flow together so as achieve regulatory innovation.

In fact, regulators are always exploring new 
thoughts and policies of supervision, in the hope of 
making the relatively newborn internet finance develop 
normally and in order through appropriate regulation. 
At the same time, banks could also enhance their 
operational abilities in the wave of internet finance.

Source: Sub-forum 1 – Micro and Small Business 
Finance: Asia’s Innovation and Practice



Sub-forum : Big Data and Cloud Computing



"Innovation" is another keyword to take 
from this annual meeting. Many enterprise 
CEOs of cutting-edge fields are invited to 
share their perspective on big data and 
cloud computing, 4G and mobile Internet, 3D 
printing, digital manufacturing and the third 
industrial revolution, electronic commerce, 
new consumption growth frontiers, and other 
topics regarding the importance of innovation.

The "Forefront V iewpoint" column 
focuses on the avant-garde ideas regarding 
new frontiers. For example, big data is the new 
frontier for economic growth, E-commerce 
cannot subvert traditional business models, 
and 4G will give all industries access to 
"disintermediation" etc.

Sub-forum : Big Data and Cloud Computing
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Big Data is the New Frontier 
for Economic Growth

4G Brings  Disintermediation 
to All Industries

Big data is the new frontier for economic 
g row th.  Facebook .com of fe r s  such an 
example, at it performs user data analysis 
and provides them with customized pages to 
enhance user adherence. 

In the future, ever y indust r y wi l l  have a 
tendency of disintermediation due to the rises 
of 4G mobile internet. Mobile video and the 
“Internet of Things” (IOT) will be the two most 
promising sectors.

Big data will be the new frontier for economic 
growth. Take Facebook.com as an example, which 
has a user visit count of as many as 500 million 
every day, creating nearly 10 billion pieces of 
information in the form of text, video, audio, and 
others. Facebook.com uses data to identify the 
behavioral patterns and preferences of users and 
then provides customized pages accordingly to 
enhance user adherence. This is just one example 
to demonstrate the benefits of big data which is a 
new frontier for economic growth.

Of course, we must pay attention to two 
issues: one is to ensure the security of data, and the 
other is to create values for user data.

Source: Sub-forum 16 – Big Data and Cloud Computing

There is no limit on investments in internet sectors. 
In the future every industry will have a tendency of 
disintermediation with the development of 4G mobile 
internet. The following two sectors are the most 
promising ones: 1. Mobile video-from education and 
entertainment to one-to-one communication, 4G can 
play an important role in all these areas. 2. IOT that 
connects machine to machine-the most vital role of 
IOT is to upgrade automation level. For example, it is 
possible to prevent and eliminate traffic accidents by 
using a 4G network. The sole limitation of 4G is the 
limitation of imagination. 

Source: Sub-forum 7 – 4G: Layout in the Real Era of 
Mobile Internet

Vaughan Smith, 
Vice President of Facebook

Evelyn de Rothschild, 
President of E.L. Rothschild
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Free Information Model is Unsustainable

Information is collected by news professionals. It’s not intended 
to be distributed for free. Only when the content is paid for can 
the business model be sustained.

The Internet has existed for over 40 years. 
In the past 20 years, traditional media has 
suffered greatly from the rise of e-media. 
From news collection to presentation 
and even editing, the internet has forced 
traditional media to evolve and rethink: 
what kind of business model can support 
sustained development in the field of 
traditional media?

Firstly, the content production, as a 
valuable asset, must be invested in and 
protected continuously.

Secondly, change the roles and 
responsibilities of new media teams. In 
the past, the main task given to the new 
media team was to collect news from the 
internet. But now, the collection work 
lies substantially with the contribution 
sourcing team at the frontline, while the 
new media team is mainly responsible for 
presenting news and further improving 
the experience of the audience.

Wu Xindi, Chief Editor of  Joint Morning Newspapers, Singapore

In addition, information is collected by news 
professionals at certain cost. Thus the model to 
provide free information is unsustainable, so the 
development of a system to recoup expenditure is 
required. To this end, Joint Morning Newspapers 
adopts a combination of free distribution and 
premium services (known as “ freemium” in 
modern terminology). In the future, media needs 
to extend further into e-commerce to find more 
business opportunities.

Source: Round Table Discussion 1 – Media 
Leaders Round Table Meeting: Innovation and 

Responsibilities of Media in Digital Era
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E-commerce cannot Completely Overthrow  
Traditional Business Models

E-commerce is not perfect. Even if the upper 
end of the indust r ia l chain has real i zed 
modernization, it is still traditional logistics that 
serve e-commerce at the lower end.

Xinfadi set up its e-trading center early in 2010, 
but three years later, the center’s turnover has totaled 
only RMB 800 million. Following cooperation with 
JD.com last year, our turnover reached more than 
RMB 200,000 per week. In contrast, the daily off-line 
turnover at Xinfadi market stands as high as RMB 150 
million to RMB 160 million.

So e-commerce can never overthrow traditional 
trading models, especially in such traditional sectors 
as agricultural product trading. Agricultural products 
have distinct features that they have no brands; 
they deteriorate easily and are sold at cheap prices. 
The customers remain traditional trading models 
with regard to this kind of products. Accordingly, 
e-commerce can supplement or incorporate traditional 
sectors but will never overthrow it.

E-commerce is not perfect. Even if the upper end 
of the industrial chain has realized modernization, it 
is still traditional logistics that serve e-commerce at 
the lower end. Nevertheless, e-commerce does have 
its advantages. For example, e-commerce is likely 
to take a larger part of the market when it comes to 
brand products or products with packages. Besides, 
e-commerce retailers can sell products at a price 
lower than traditional retailers could offer, and can 
even deliver the products to customers.

Source: Sub-forum 15 – E-commerce vs. Traditional 
Commerce: Zero-Sum or Win-Win?

Zhang Yuxi, 
Chairman of Beijing Xinfadi Agricultural Product Inc.

Giving People the Right to Deletion & 
Revision of Their Own Personal Data

Privacy protection for online personal data is 
unavoidable, so we shall make sure that the 
person who generates such data has the right 
to delete or revise it on the internet at any time.

In this era of “big data”,  privacy 
protection for personal data is of great 
concern to most people. That’s why many 
companies make commitments to ensure 
the protection of their users’ privacy and 
turn it into a competitive edge. With respect 
to personal data protection, every country 
should do as follows:

Companies shall be more transparent, 
and clearly explain the ways that personal 
data is obtained and used.

C o m p a n i e s  s h a l l  p r o v i d e  d a t a 
protection policy to the people generating 
this data.

P e o p l e  p u t t i n g  t h e i r  p e r s o n a l 
information online shall be given irrevocable 
deletion and revision rights so that they can 
delete or revise their own personal data at 
any time. It seems difficult to realize, but 
such technology has already come into 
being.
Source: Sub-forum 16 – Big Data and Cloud Computing

Ahmed Baladi, Partner of Allen & Overy
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Mob ile In t er ne t Come s w i t h Hi gher S ecur i t y  Risks 
than Traditional Internet

One of the greatest challenges posed to the field of mobile 
internet security is that this area has more unknowns and can’t 
be fully controlled.

Mobile internet is more challenging 
than traditional internet in terms of security.

Firstly, mobiles have smaller memories, 
so we can’t install such a sophisticated 
firewall to provide adequate protection. 
Besides, even a strong f irewall is not 
invulnerable.

Secondly, suppliers of operation 
systems fail to impose s tr ic t control 
over mobile applications, especially the 
notoriously open Android system. This 
increases the opportunities for virus attacks.

Fur thermore, many users pay for 
various services through their mobile 
devices. These bank accounts and bits of 
personal information can easily be linked 
together through mobile applications. 

Wu Hequan, Academician from China Academy of Engineering; 
President of Internet Society of China

Therefore, mobile applications face a far greater 
risk than desktop internet applications. Payment 
by two-dimensional bar code and virtual credit 
card is called of f due to under-developed 
supervision over webpage security. One of the 
greatest challenges posed to the field of mobile 
internet security is that this area has more 
unknowns and can’t be fully controlled. So I give 
the following suggestions: 1. Operation system 
suppliers should take more strict supervision 
over mobile applications; 2. Users shall sharpen 
their sense of security, and be very careful with 
payments via mobile.

Source: Sub-forum 7 – 4G: Layout in the Real 
Era of Mobile Internet

Ahmed Baladi, Partner of Allen & Overy



Bilateral Dialogue : Japan-China CEO Dialogue: Japan-China Economic and Trade Relations – Status &  Prospect



As an international forum, the annual conference this year has 
arranged four nation-level meetings involving the EU, the US, Russia, 
and Australia, as well as a number of CEO bi-lateral dialogues between 
China and Russia, China and Austria, and China and Japan. 

The “China and the World” Program focuses on the China’s 
cooperation with the rest of the world and its future development. It 
has selected participants’ ideas on various bi-lateral and multi-lateral 
issues such as how to build a new Sino-US relationship, a China-Japan 
relationship, and China-Australia relationship. Such ideas include 
the notions such as China and the US share more common interests 
than differences at a fundamental level, the negative aspects of the 
relationship between China and Japan has not impaired the economic 
complementarities of the two nations, and food safety is the focus for 
future cooperation between China and Australia.

Bilateral Dialogue : Japan-China CEO Dialogue: Japan-China Economic and Trade Relations – Status &  Prospect
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Distrust Makes the US Employ a Two-fold Strategy against China

As to the essence of the new Sino-US 
relationship between the two powers, President Xi 
Jinping has provided an incisive summary in three 
sentences as follows when he met with President 
Obama at the Annenberg Estate: 1. No conflicts, 
no confrontation; 2. Mutual respect; 3. Cooperation 
and win-win strategy.

No conflicts and no confrontation is a pretty 
macroscopical objective and it requires a foundation, 
which is mutual respect between the two nations 
which will help them gain a true understanding of 
each other. A think tank member in the US said that 
US policy against China focused on restraint and 
contact, while China expected more cooperation 
and less restraint.

Why does the US adopt a two-fold policy 
against China? The main reason is that they do not 
trust China. In fact, Chinese people don’t like to 
compete without established principles, and are 
they not interested in threatening others. This is 
determined by the Chinese traditional culture of 
“harmony”. So Americans are kindly requested to 
rest assured that China Threat Theory is groundless.

The US and China can develop a good bi-
lateral relationship only when they show mutual 
trust and mutual respect. To respect each other, 

they shall respect the core interests of 
each other. At present, the interest of 
China’s top concern is sovereignty and 
territorial integrity, rather than certain 
sanctions against China in economic 
relations.

In  a d d i t io n ,  t h e  C h in a - J ap an 
relationship is now stuck in a difficult 
situation. In fact , we are not hostile 
to Japanese people, but rather, we are 
dissatisfied about certain words and 
behaviors of Japan’s politicians. We want 
to ease the relationship between China 
and Japan, which is beneficial to both 
countries. A poll shows that 80% of 
intellectuals believe that this relationship 
is very important. This is true in China 
as well as in Japan. In this case, the US 
should act as “mediator” to ease the 
strained relationship between China and 
Japan and satisfy all, rather than taking 
sides. Isn’t that better?

Source: Sub-forum 26 – Asia-Pacific: 
Method of Positive Interaction between China 

and the US

Chinese people don’t like to compete without established principles, 
and are they not interested in threatening others. This is determined by 
the Chinese traditional culture of “harmony”.

Zhao Qizheng, Director, School of Journalism and Communication, Renmin 
University of China; former Director, Information Office of the State Council
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Distrust Makes the US Employ a Two-fold Strategy against China China and the US Share More Common Interests than Differences

Despite the differences in these two cultures, what really matters 
deep down is sharing the same interests, and we have more similarities 
than we do differences.

Max Sieben Baucus, US Ambassador to China

I helped China become a member of WTO because 
I instinctively felt that its membership would be better 
for both the United States and China. I recognized that 
it would contribute to trade and economic development, 
as well as the maturity of the relationship between our 
two countries.

Fortunately, the relationship between our two 
countries is generally sound. China is a rising power, and 
the United States is a developed power. It's very important 
that we grow together and work together. Despite of the 
differences in our respective cultures, what really matters 
deep down is that we share the same interests, and that 
we have more similarities than we do differences, just as 
President Xi Jinping has stated over and over again.

We must put our relationship in the proper 
context: that is, the importance of "re-balancing" the 
relationship between the United States and the Asia-
Pacific region. With economies comprising more than 
60% of the world's GDP, this region is now closely related 
to America's security and prosperity. The fundamental 
part of America's "re-balancing" effort is the need for the 
United States and China to expand our cooperation and 
manage our differences of opinion. This requires frequent 
high-level engagement and continued joint efforts from 
both countries. The strategic economic dialog is one 
way to progress. Moreover, the JCCT, APEC, and bilateral 

investment treaties can also help. Certainly, the 
Boao Forum for Asia is an important step.

I have observed three priorities that are keys 
to improving and maintaining our relationship: 1. 
Develop an economic relationship with China; 2. 
Collaborate with China to tackle global challenges; 
3. Promote our strong people-to-people ties. Forty 
years ago, it would have been difficult to imagine 
the interdependence that characterizes our two 
economies today. At that time, our yearly bilateral 
trade was less than USD100 million, and only a 
handful of American jobs relied on trade with 
China. Fast forward to today and we see more than 
700,000 jobs in the United States dependent upon 
trade with China, and more than half a trillion 
dollars’ worth of goods and services flowing 
between our two economies each year.

I took this job because I believe that the 
relationship between the United States and China 
is the most important bilateral relationship in the 
world. We've simply got to get it right. In addition, 
if we work hard and get our economic relationship 
right, we can ensure national security issues, 
whether in the South China Sea or East China Sea.

Source: Sub-forum 26 – Asia-Pacific: Method of 
Positive Interaction between China and the US
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Economic Complementarities will not Weakened 
by Bumpy China-Japan Relations

Chinese export has become less price-competitive 
due to JPY depreciation in recent years, and as a 
result the exports created by Japanese investment 
has declined when investors from Japan consequently 
turned their interest towards Southeast Asia, thereby 
avoiding the rising labor cost in China. Chinese imports 
from Japan have also dropped as China can now produce 
more technological products such as automobiles, 
machines, and electronics domestically with its 
improved manufacturing capacity. In addition, there are 
negative effects from the bilateral relationship between 
the two countries.

Despite of these short-term dif f iculties, the 
complementary advantages and common interests 
between the two economies have become stronger 
rather than weaker in this new era.

The f irst point to note is the opportunities 
available to foreign investors during the transition 
and upgrading of the Chinese economy. In 2013, China 
received USD117.586 billion of foreign investment, 
more than half of which was put into the service sector. 
Moreover, this development will gradually result in 
lifting the ban on foreign investors, particularly in 
finance, education, culture, and health.

The second is  the r is ing level  o f 
investment made by Chinese enterprises 
overseas. In January 2014, China directly 
invested USD7.23 billion overseas in non-
financial sectors, up by 50% year-on-year, and 
the investment in Japan was five times more 
than that during the same period in 2013, 
demonstrating the continued attractiveness of 
Japanese market to Chinese enterprises.

The third one lies in the important roles 
that China and Japan can play in the economic 
integration of East Asia and Asia-Pacific 
as a whole. More cooperation in trade and 
investment is realistically important for the 
long-term future, fostering a stable friendship 
be t ween the t wo count r ies .  Mutual ly 
benef icial economic cooperation is the 
foundation of developing political relations, 
which, if steady and healthy, are essential to 
promoting economic cooperation between 
them.

Source: Bilateral Dialogue 3 – Japan-China 
CEO Dialogue: Japan-China Economic and Trade 

Relations – Status & Prospect

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

Despite the negative effects evident in this bilateral relationship, the 
complementary advantages and common interests shared between the 
two economies become stronger rather than weaker
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The Japanese economy has picked up 
after its long-term period of stagnation in 
the so-called "lost fifteen years". Its recovery 
has been attributable to the stimulus policy 
launched by Shinzo Abe after assuming power 
at the end of 2012. This has resulted in growth 
over the following consecutive five quarters, 
including a 15% increase in stock prices, and 
JPY exchange rate ceasing its abnormal surge 
and subsequently returning back to what it 
had been prior to the crisis.

To further improve the situation of the 
Japanese economy, their government, business 
leaders, and union representatives have held 
several talks in 2013 to jointly decide to cut 
corporate taxes, increase employees' wages, 
and enhance investment. The government 
will promote additional policies to get rid of 
deflation, taking the economy into a virtuous 
cycle.

It is critical to enhance cooperation in 
the eastern Asian economic circle, especially 
between Japan, China, and South Korea. I 
agree with President Xi Jinping, who said that 

"a single flower does not make spring, while 
one hundred flowers in full blossom bring 
spring to the garden" during the Boao Forum 
2013. For example, Nippon Yusen Kaisha, 
being one of the first-class shippers in the 
world, has shipped more than 35 million tons 
of iron ore from Brazil and Australia to China. 
This demonstrates President Xi’s assertion.

With their respective advantages and 
core competitiveness, the enterprises of Japan, 
China, and South Korea can surpass those 
of North America and Europe and forge the 
most robust economic circle through mutual 
cooperation.

Source: Bilateral Dialogue 3 – Japan-China 
CEO Dialogue: Japan-China Economic and Trade 

Relations – Status & Prospect

Japan, China, and South Korea can Forge the Most 
Robust Economic Circle through Cooperation

With their respective advantages and core competitiveness, the 
enterprises of Japan, China, and South Korea can surpass those of North 
America and Europe and forge the most robust economic circle on earth 
through mutual cooperation.

Koji Miyahara, Chairman, Nippon Yusen Kaisha
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Chinese investors are investing in more areas 
across Australia in recent years, including agriculture 
and the more traditional areas of energy and mines.

On entering the huge market of Australia, investors 
are reminded not to make decisions unless they have 
thoroughly investigated the project in which they intend 
to invest, then vetted and selected appropriate partners. 
They should be in partnership with local people and 
businesses that are trusted and respected in their 
communities.

They can give good advice in those aspects 
of Australian economy and culture that Chinese 
investors might not necessarily understand. Similarly, 
Australian investors coming to do business in China 
usually cooperate with respected local organizations. 
Negotiation in the Austral ia-China Free Trade 
Agreement began in 2005 and is still under way today. 
The new governments of our two countries have 
both indicated their desire to strive for achievement 
in the agreement. We long for a more free and open 
environment for investment to flow between Australia 
and China under the FTA.

We have enormous complementarities between 

the two economies. Following a partnership 
in the resource sector, we expect to work 
with China to ensure a steady and reliable 
supply of food because food security is going 
to be supremely important. Hopefully, our 
governments and ministers will be able to 
navigate the remaining issues in the FTA for 
the mutual benefit of both countries.

Source: Sub-forum 8 – Key Strategies of 
Multinationals Investment

Food Security will be the Focus of Cooperation
 between China and Australia

We have enormous complementarities between our two economies. 
Following a partnership in the resource sector, we expect to work with 
China to ensure food security.

Mark A. Vaile, Chairman,  
Whitehaven Coal Limited; former Deputy Prime Minister, Australia
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I agree with the theme of the forum "Asia's New 
Future: Identifying New Driving Factors for Growth ". Since 
the 1980s, SABIC has been focusing on cooperating with 
and growing in China and Asia as one of its strategic 
priorities.

China and A sia success ful ly rode out the 
international financial crisis, and kept their role as 
important players in the world's economic growth. 
I'm even more inspired by the Chinese government's 
new reform initiatives of promoting market economy, 
speeding up urbanization, encouraging innovation, and 
increasing sustainability.

As China transitions from an investment led growth 
model to one driven by consumption and innovation, it 
creates opportunities for sustainable economic growth 
throughout the region. More importantly, it will bring 
up an expanding market for the products in different 
industries such as transport, construction, electronics, 
packaging, energy, etc.

Therefore, SABIC focuses on China and Asia with 
such momentum as an important part of its corporate 
development strategy and aims to keep extending our 

partnerships here. We expect to grow and 
take new opportunities to ensure long-term 
stability and prosperity in this region together 
with our partners in China and Asia.

Source: Opening Ceremony

China's Growth Model Transition Creates 
Development Opportunities for the Region

Mohamed Al Mady, Vice Chairman and CEO, SABIC

As China transitions from an investment-led growth model to one 
driven by consumption and innovation, it creates opportunities for 
sustainable economic growth throughout the region.





The Annual Conference 2014 features more topics such as those about 
the New Silk Road, the South China Sea, and Cross-Straits relations, in addition 
to food security, US-Asia relations, and other non-typical economic issues 
introduced in 2013.

The "Boao Proposals" summarizes guests' suggestions on "Reviving the 
Silk Road", "South China Sea: Seeking Win-Win and Cooperation" etc. The core 
opinions include: policy communication, road connectivity, and unimpeded 
trade. We posit that monetary circulation and understanding between the 
people are the key to developing "One Belt and One Road", which consists 
of the "Silk Road Economic Belt" and the "21st Century Maritime Silk Road", 
while also stressing the importance of cooperation in the South China Sea as 
promoted by following the guidelines of Boao.

Sub-forum: Reviving the Silk Road: Dialogue with Asian Leaders
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Reviving the Silk Road

Key Point: Five Areas of Communication and Connectivity
In 2013, during his visit to Central and Southeast Asia, President Xi Jinping 

proposed the construction of a “Silk Road Economic Belt” and the “21st Century 
Maritime Silk Road ” (also referred to as “One Belt and One Road” for short). 
The proposal is for an open cooperation initiative focusing on five areas of 
communication and connectivity comprised of: communication on policies, 
connectivity of roads, facilitation for trade, circulation of currencies, and amity 
among the populations.

The ancient Silk Road was a famous trade route. Today’s Silk Road will 
put economic and trade cooperation in important position. In 2013, China 
created over USD1 trillion of trade with countries along this line, accounting 
for one quarter of China’s total foreign trade volume. In the future, China will 
strengthen its strategic cooperation with these countries, further developing 
multilateral trade, deepening cooperation in respect to energy resources, 
finance, ecological protection, and industrial parks, whilst cultivating new 
growth points and realizing common development between China and 
countries along the line.

—Yang Jiechi, State Councilor of China

Silk Road Also Involves Cooperation in Sea Transportation
President Xi Jinping’s proposal on reviving the Silk Road includes 

cooperation in the joint areas of land and sea transportation. It is very 
important to China and it will impel Asia to grow into a more important 
global economic power. We believe that along with the application of 
modern techniques and innovative technologies, adding into the equation the 
concerted efforts of Asian countries, the revival of the Silk Road will bring new 
happiness and increased prosperity to people of Asia.

—Thongsing Thammavong, Prime Minister of Laos
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No Country will be Left Behind
The great value of reviving the Silk Road is that the move will expand China’s 

economic development throughout the whole region through concrete proposals 
as well as economic and trade relations between new economic entities, thus 
improving millions of people’s livelihoods. We should make sure that all countries 
along the line are included, so that no one will be left behind.

—Kay Rala Xanana Gusmão, Prime Minister, the Democratic Republic of Timor-Leste

Working Together to Build New Achievements 
Reviving the Silk Road requires countries of the region to reach a consensus 

in the following areas: first, maintaining a mutual understanding of the situation 
and ensuring cooperation between nations; second, pushing regional coordination 
and development; third, striving to develop infrastructure construction; fourth, 
gradually realizing free convertibility of currency within the region. As long as 
actions center on these four points when formulating an integrated policy and 
cooperation framework, we might witness not only the revival of the Silk Road, 
but also entirely new achievements.

—Nawaz Sharif, Prime Minister, Islamic Republic of Pakistan

Beware of Becoming a Chess Piece for Major Powers 
The Silk Road is not only a route for people, a commodity, or resource flow. 

The building of the new Silk Road should not become a bargaining chip for 
established powers. It should emphasize driving the economic development of 
countries on or around the line, leading these countries to join in the production-
supply chain, and developing an international development corridor approved by 
all nations of the world.

—Surakiart Sathirathai, former Vice Prime Minister of Thailand

Russia can Play a Unique Role
The main attraction of the New Silk Road is that it has the potential to 

improve commercial interrelations between nations, pushing their domestic 
construction of transportation infrastructure and their interconnection, 
connecting the Asia-Pacific region’s transport system with that of the Eurasian 
region. The result would be the enhancement of the common development of the 
Eurasian continent and the diversified development of the world. Russia could 
play its unique role in this process.

—Alexander Galu ka, Minister of Russian Far East Development Ministry

Source: Sub-forum11 – Reviving the Silk Road: Dialogue with Asian Leaders
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Seeking Innovative Ideas for 
Win-win Cooperation on the South China Sea

All Nations should Think about Deng Xiaoping’s Proposal
In regard to the disputes on the South China Sea, I always appreciated 

Deng Xiaoping’s proposal of “shelving disputes and seeking joint 
development”. Indulging in disputes over sovereignty and territory will incite 
nationalism and make it hard for these nations’ governments to reach a 
compromise, which in turn will push some countries, willing or not, to path 
of confrontation or conflict. All countries in this region should take Deng’s 
proposition into consideration so as to calm down, shelve their disputes, and 
seek joint development.

—Wang Yingfan, Special Envoy of the Chinese Foreign Ministry on Asian Affairs

 The Mainland and Taiwan should Work Together as a Major 
Participant in the Joint Exploitation at South China Sea

On the issue of exploitation of the South China Sea, the Chinese 
Mainland and Taiwan should be taken into consideration as a whole to claim 
their rights, and should become the principal party in clarifying disputes on 
rights with other countries. Then, each country can enclose a 200-sea-mile-
area from the outskirts of the island to exploit, of which 20% sea area should 
be shared with other nations. In this way, the Chinese Mainland and Taiwan 
should take 55% of the South China Sea in the joint-development-area. Other 
joint-development-areas lie to the east of the Philippines, south of China, 
and north of Vietnam. Brunei should share equal rights to utilize the sea, as 
does the Philippines. Otherwise, this dispute will lead to more conflicts.

—Mark Valencia, American expert on the issue of South China Sea

Cooperating from Uncontested Fields
With regard to maritime cooperation, more efforts should be put forth 

on uncontested fields. Specifically, there needs to be established a joint-
development team first and designated some areas for joint exploitation; 
second, proposals from one side of the team must comply with laws and 
regulations of the other side, especially in respect of inshore oil and gas 
exploration.

—Raphael P. M. Lotilla, former Minister of Energy of the Philippines
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Promoting Cooperation on South China Sea with the Principles of BOAO
Four principles of the BOAO Forum should be used as a point of reference 

when promoting cooperation over the South China Sea between China and 
ASEAN countries in order to create a win-win even multi-win mechanism. The four 
principles are embodied in four words and each has a letter in “BOAO” as initial: 
firstly, “B” for brothers, by which we should aware that we live in same region with 
close relations with each other; secondly, “O” for organization, which means that 
we achieve cooperation through different mechanism and create new mechanism; 
thirdly, “A” for amity, which refers to shelving disputes, seeking joint development, 
and settling disputes through diplomacy with peaceful means; and finally, “O” for 
opportunity, which reminds us that many economic opportunity in this area will 
push all nations to focus on the positive side of the issue and think more about 
opportunity on trade, resources, exploration, and fishing.

—Nazery Khalid, Senior Researcher of the Maritime Institute of Malaysia

Multiple Nations Jointly Invest in Undertakings on South China Sea
As regards cooperation in the South China Sea, I have three recommendations. 

Firstly, Chinese Mainland and Taiwan should act as a whole in their claims for the 
area; secondly, six sides should build a proper dialogue mechanism to explore a way 
of multi-national cooperation; thirdly, all sides should jointly invest in undertakings 
in this area so that we can even establish a joint venture enterprise to develop the 
area and carry out business activities according to interests of each side.

—Liu Fuguo, Professor of International Relations Institute of (Taiwan) National Chengchi University

Academies First, Then Governments
In discussing the issue of the South China Sea, one option is a dual-track 

approach. First, scholars on the issue should be assembled to build a dialogue 
mechanism or hold regular or irregular academic discussions. When conditions are 
optimal, experts, scholars, and officials should get together to discuss workable 
measures in detail before presenting them to the government for decision-making.

The BOAO Forum, for Asia, is an important platform that pools the wisdom 
of many nations. With its help, discussion on cooperation in the South China Sea 
could be held again. There are principles each sides should observe: firstly, avoiding 
sensitive issues over sovereignty or disputes; secondly, starting from less-sensitive 
fields; thirdly, sticking to mutual benefits, win-win results, and the unification of 
rights and obligations.

—Wu Shicun, President of National Institute for South China Sea Studies

Source: Closed-door Meeting 7–South China Sea: Innovative Ideas for Win-win Cooperation

Establishing Mutual Trust between China and ASEAN is the Essential Issue
Fundamentally, the issue of the South China Sea is about how to build mutual 

trust between China and ASEAN. Establishing mutual trust among all sides over the 
issue is critical for promoting mutually beneficial cooperation in this area. On this 
issue, China and ASEAN countries should communicate more under the assumption 
that a nation should hold sovereignty over the territory, rather the territory 
belonging entirely to one nation.
—Jusuf Wanandi, Senior Researcher of Indonesia Center for Strategic and International Studies
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Agenda of Boao Forum For Asia Annual Conference 2014

  April 8
16:00-18:00 Round Table Discussion 1 – Media Leaders Round Table Meeting: Innovation and 

 Responsibilities of Media in Digital Era

16:00-19:00 Closed-door Meeting 1– Youth Observer Roundtable: Reform — Shaping the   

 New Future of Asia

17:00-18:30 Sub-forum 1– Micro and Small Business Finance: Asia's Innovation and Practice

17:00-18:30 TV Debate 1 – Reform: A New Landscape for Finance and Trade in Asia

17:00-18:30 TV Debate 2– Worry and Outlet of “Scale Theory” in Automobile Industry

17:30-18:30 BFA Advisory Committee Meeting 

19:00-20:00 Welcome Dinner for BFA Members and Partners

20:15-22:00 Members Club Economists “Six Questions”: Innovation and Entrepreneurial Spirit
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  April 9
09:00-11:00 Green Ecological City and Health Industry Development

09:00-11:00 TV Debate 3–Youth Leader Roundtable: The Next Run of Asian Reform

09:30-10:30 BOAO Dialogue 1–Lin Yifu: Against the Consensus

09:30-11:30 Round Table Discussion 2 –Private Entrepreneurs: Control loosening and 

 Opportunity for Private Corporations

09:30-11:30 Closed-door Meeting 2– China CEO of Global Corporation Roundtable: 

 Innovation of Organizational Structure and Business Mode should Apply to the 

 New Growth Power of Asia

09:30-10:30 The Press Conference of Hainan Province

10:45-12:00 Sub-forum 2 –Internet Finance: towards Rational Exuberance

10:45-11:45 BOAO Dialogue 2– Talk between Zhang Weiying and Tata: Economic Vitality and 

 Enterprise Competitiveness of India

12:00-13:30 Luncheon Session 1 – Dialogue with Leo Melamed: Asian Futures Market & the 

 CME Experience

14:00-15:15 Sub-forum 3 –Transition of Global Supply Chain and Rise of Asian Consumer Market

14:00-15:15 Sub-forum 4 – Regional and Multilateral : Conflict or Complement?

14:00-16:00 Closed-door Meeting 3 –Energy/Resource CEO Round-table: the “Changed” and 

 “Unchanged” Part of the Global Energy/Resource Structure

14:00-14:40 Boao Lecheng Press Conference

15:00-17:00 Mission and Future of International Medical Tourism Pilot Zone

15:45-17:00 TV Debate 4 – Economics Thoughts: Demand-side Management vs. Supply-side Reform

15:45-17:00 Sub-forum 5 –New Findings on Climate Change
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15:45-17:00 BOAO Dialogue 3 Enterprises Going out

16:30-18:30 Closed-door Meeting 4–Pharmaceuticals Industry CEO Roundtable: Business 

 Ethics and Market Environment

16:00-16:45 BFA Board Meeting

16:45-17:15 BFA General Assembly

17:30-18:30 Sub-forum 6 – 2014 Exhibition of the Asian Economy: Dialogue with Directors of 

 Boao Forum for Asia

17:30-18:45 Sub-forum 7 – 4G: Layout in the Real Era of Mobile Internet

17:30-18:45 Sub-forum 8 – Key Strategies of Multinationals Investment

17:30-18:30 BOAO Dailogue4 –Dialogue with Phelps: How can Emerging Market Evade 

 Middle-income Trap?

20:30-22:00 BOAO Evening Talk 1 –Talk between Minister and CEO: Chinese Economy 2014

20:30-22:00 BOAO Evening Talk 2 –Rebuilding the Automobile Industry

20:30-22:00 BOAO Evening Talk 3 –Business Leader Roundtable: Seize opportunities in the 

 New Age of Innovation and Win-win Cooperation

20:30-22:00 BOAO Evening Talk 4 –Transition, Innovation, Upgrading— Searching for Growth 

 of Consumption on the “New Silk Road”

20:30-22:00 BOAO Evening Talk 5 –Boao’ Night of Sichuan Province

  April 10
07:00-08:15 Breakfast Session 1 –Dialogue with Paulson

10:00-11:30 Opening Sitting

13:15-15:15 CEO Bilateral Dialogue 1 –China-Russia Dialogue on Energy and Finance

14:00-15:15 Sub-forum 9 –EU Reform Agenda 2014
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14:00-15:15 Sub-forum 10 – APEC: for a New Future of Asia 

14:00-15:15 Sub-forum 11 –Reviving the Silk Road: Dialogue with Asian Leaders

14:00-15:15 Sub-forum 12 –People-centered Urbanization 

14:00-16:00 Closed-door Meeting–Global Corporation CEO Brainstorming: Global Risk and 

 Coping Strategy

15:30-19:30 CEO Bilateral Dialogue 2 –China-Australia Business Leaders Conversation

15:45-17:00 Sub-forum 13 – Reform: Remolding the Competitive Edges for Asia and 

 Emerging Economies

15:45-17:00 Sub-forum 14–From Pre-IPO to Merger and Acquisition Fund: the Return of PE

15:45-17:00 Sub-forum 15 – E-commerce vs. Traditional Commerce: Zero-Sum 

 or Win-Win?

15:45-17:00 Sub-forum 16 – Big Data and Cloud Computing

16:30-18:00 Closed-door Meeting 6 – Conversation between CEO and Provincial and Municipal Governors

17:30-18:45 Sub-forum 17 –Traditional Wisdom Power: Dialogue with Asian Culture

17:30-18:45 Sub-forum 18–Code of Conduct and International Cooperation in Cyberspace 

17:30-18:45 Sub-forum 19 – Reformation of Global Credit Rating System

17:30-18:45 Sub-forum 20–The Status and Future Development of Hong Kong as International 

 Finance Center

19:00-20:15 Dinner Party 1– Hong Kong Dinner Party: Hong Kong Faces Opportunities and 

 Challenges in Process of RMB Internationalization

19:00-20:15 Dinner Party 2 –Russia Dinner Party: from Resource Export to Innovation Drive 

20:30-22:00 BOAO Evening Talk 6– Asian Culture and New Drive of Enterprises Development

20:30-22:00 BOAO Evening Talk 7 –Ecology: New-type Urbanization

20:30-22:00 BOAO Evening Talk 8 –Night of BOAO Observe

20:30-22:00 BOAO Evening Talk 9 – Ecological Agriculture and Traditional Style Agriculture
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   April 11
07:00-08:30 Breakfast Session 2 – Breakfast Session for Women

07:00-08:30 Breakfast Session 3 – Investor Breakfast Session: Investment Trend and Hot Spot in 2014

09:00-10:30 Sub-forum 21 –Slow and Painstaking Global Financial Reform

09:00-10:30 Sub-forum 22–University President Conversations: Education Internationalization 

09:00-10:30 Bilateral Dialogue 3 – Japan-China CEO Dialogue: Japan-China Economic and 

 Trade Relations – Status & Prospect

10:00-12:00 Round Table Discussion 3 – BFA Chinese Merchant Roundtable: Asian New Drive: 

 Chinese Merchant and Regional Economic Cooperation

11:00-12:30 Sub-forum 23 –The Future of Central Banks

11:00-12:30 Sub-forum 24 – Institutional Innovations: What Shanghai FTZ Tells about the 

 Future of China’s Reforms?

11:00-12:30 Closed-door meeting 7 – South China Sea: Innovative Ideas for Win-win Cooperation

12:30-14:15 Luncheon Session 2 – US Economy 2014

14:00-16:00 Maritime Silk Road and Chinese Merchant Economy

14:30-16:00 Sub-forum 25 – Capital Markets: Old Problem, New Solution

14:30-16:00 Sub-forum 26 – Asia-Pacific: Method of Positive Interaction between China and the US

14:30-16:30 Round Table Discussion 4 –BFA Cross-strait Entrepreneurs Round Table: New 

 Drive to Cross-strait Economic Cooperation

16:30-18:00 Sub-forum 27– Property Market 2014: Adjustment and Reform

16:30-18:00 Sub-forum 28 –Public Diplomacy and National Image

16:30-18:00 Sub-forum 29 –Asia of Brand

18:30-19:00 Press Conference

19:00-20:30 BOAO Night of Culture and Concluding Dinner

20:30-22:00 Sub-forum 30–BOAO Culture Branch Session: Divergence and Fusion between 

 Oriental and Occidental Culture
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