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SUMMARY
• All in all, Infrastructure 360 is tracking $2.5 trillion worth of Belt and Road Initiative
(BRI) projects [See methodology on Pg 31]
• In the first half of 2020, under the cloud of COVID-19, the number of new BRI
projects exceeded the highest point of 2018, but declined by 14% in the second
half of the year
• The second half of 2020 also recorded a 49% decline in value, compared to the
first half of the year
• The Transportation sector remained the biggest focus of BRI investments,
followed by Power & Water and Real Estate sectors
• Thailand and Vietnam were the top BRI project nations in terms of value and
number of projects respectively
• On the M&A front, acquisitions in the Belt and Road nations touched $8.6 billion in
2020, down 32% from a year ago. The volume of deals also declined by 13%
• Energy & Power was the top BRI M&A sector in terms of value, followed by
Consumer Products & Services and Industrials
• Both, the 14th Five-Year Plan (2021 to 2025), approved by China’s National
People’s Congress, and the Regional Comprehensive Economic Partnership
(RCEP), the world’s biggest trade pact, will have major repercussions for the
prospects of the BRI
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YEAR OF THE PANDEMIC SLOWS BRI’S MARCH
The global investment landscape was subdued last year as COVID-19 swept
across the world.

The United Nations Conference on Trade and Development (UNCTAD) estimates that
global foreign direct investment (FDI) fell 42% in 2020, to an estimated $859 billion,
compared to $1.5 trillion the year before.
“The effects of the pandemic on investment will linger,” said James Zhan, director
of UNCTAD’s investment division, noting that FDI could fall as much as 10% in
2021. “Investors are likely to remain cautious in committing capital to new overseas
productive assets.”
Indeed, 2020 was a testing year for the world. The pandemic dominated headlines,
resulting in the tragic deaths of more than 2 million people. The global economy
contracted 3.5% in 2020, according to the International Monetary Fund (IMF).
The global investment environment suffered as governments diverted funds to
stimulate moribund economies amid lockdowns.
Meanwhile, companies also shelved growth projects amid uncertainty. New greenfield
investment projects fell 35% in 2020 compared to the previous year, while cross-border
mergers and acquisitions declined 10%, UNCTAD said.
Against this backdrop, the multi-trillion BRI also slowed.
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BELT AND ROAD: 2020 VERSUS 2019
CLASSIFICATION

NUMBER OF
PROJECTS (2020)

BRI
Chinese Involvement
TOTAL

NUMBER OF
PROJECTS (2019)

VALUE IN
U.S.$B (2020)

VALUE IN
U.S.$B (2019)

731

678

420

884

63

209

47

293

794

887

467.1

1,177

* See BRI Methodology on Page 31 for definitions of BRI projects and Chinese Involvement projects
Source: Infrastructure 360 BRI database

The year 2020 closed with BRI projects worth $420 billion, a drop of more than 52% compared to $884 billion worth of projects in 2019,
according to BRI data captured in Refinitiv’s Infrastructure 360 app. However, the number of projects increased by 7.8% to 731 in 2020,
compared to 678 in 2019.

BELT AND ROAD: HALF-YEARLY DATA
DATE

NUMBER OF BRI
PROJECTS

NUMBER OF ALL
PROJECTS

VALUE OF BRI
PROJECTS (U.S.$B)

VALUE OF ALL
PROJECTS (U.S.$B)

<2018

240

291

237.93

378

H1 2018

167

432

297.02

580.4

H2 2018

377

1,379

649.8

1,669.6

H1 2019

337

480

479

637.6

H2 2019

341

407

405.2

539

H1 2020

394

426

278

319.7

H2 2020

337

368

142

147.4

All projects = BRI + Chinese Involvement projects
Source: Infrastructure 360 BRI database
Comparing half-yearly data, the number of new BRI projects exceeded the highest point of 2018 at 394, but declined by 14% in the second half of the year.
The second half of 2020 also recorded a 49% decline in value of new projects captured, compared to the first half of the year.
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BELT AND ROAD: QUARTER TO QUARTER DATA
DATE

NUMBER OF BRI
PROJECTS

NUMBER OF ALL
PROJECTS*

VALUE OF BRI
PROJECTS (U.S.$B)

VALUE OF ALL
PROJECTS (U.S.$B)

<2018

240

291

237.93

378

1Q'18

19

20

9.32

9.4

2Q'18

148

412

287.7

571

3Q'18

203

552

336.8

656.6

4Q'18

174

827

313

1,013

1Q'19

95

223

261

387.6

2Q'19

242

257

218

250

3Q'19

206

222

195.6

228

4Q'19

135

185

209.6

311

1Q'20

185

199

183

199

2Q'20

209

227

95

120.7

3Q’20

107

115

43

44

4Q’20

230

253

99

103.4

All projects = BRI + Chinese Involvement projects
Source: Infrastructure 360 BRI Database

A quarterly breakdown for 2020 showed that the value of new projects captured in the BRI database had begun to weaken from the first
quarter as the COVID-19 pandemic swept the world, falling sharply to $43 billion in the third quarter, the lowest since the first quarter of
2018, before rebounding to $99 billion in the fourth quarter.
The number of projects followed a similar trajectory, reaching a low of 107 in the third quarter, the lowest since the first quarter of 2019,
before growing by 115% quarter-on-quarter to touch 230 in the fourth quarter.
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The overall slowdown in 2020 was understandable, since
the emerging economies of BRI had less fiscal room than
developed economies to withstand the financial crunch of
the pandemic.
The overarching BRI plan is to connect China to some of the
world’s most promising emerging economies in Central Asia,
Europe, Africa, the Middle East and Asia, through a vast network
of sea, rail and road and infrastructure projects, coupled with
renewable energy and fossil fuel power plants to power
these economies.

Most of the regions where BRI projects are located suffered
from economic downturns. The Sub-Saharan Africa region’s
economy contracted 2.6%, while the Middle East and Central
Asia saw their collective economy decline 3.2%. ASEAN-5,
comprising Indonesia, Malaysia, Philippines, Thailand and
Vietnam, saw its economy contract 3.7% in 2020, according
to IMF estimates.
China also saw its own economy grow only 2.3% last year, in
sharp contrast to the 6.5% higher annual growth levels over the
past two decades.

All told, at the end of 2020, Infrastructure 360 had captured a
total of 2,193 BRI projects, with a combined value of at least
$2.5 trillion in its BRI database.
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CHANGING TACK
Beijing changed tack last year, focusing on providing its BRI
partners with aid and COVID-19 relief.
“In 2020, COVID-19 broke out in many places around the world
and spread quickly. China not only ensured its own effective
response and sufficient supplies, but also did all it could
to aid and assist more than 150 countries and international
organisations based on the severity of the outbreaks, their
medical and supply capabilities, and their actual needs,”
according to a report issued by China’s State Council
Information Office in January.
This was China’s most intensive and largest-scale emergency
humanitarian assistance mission since 1949, according to
the council.

Despite reports of delays and shelving of projects, the Chinese
government has insisted that the BRI programme has progressed
largely on schedule.
Most BRI projects have continued uninterrupted despite the
pandemic headwinds, Chinese State Councillor and Foreign
Minister Wang Yi said at a press conference in March.
“Thanks to our dual commitment to COVID response and
economic reopening, not a single key BRI project was suspended
during the pandemic. Projects such as the China-Pakistan
Economic Corridor, the Jakarta-Bandung high speed railway,
the China-Laos railway, and the Budapest-Belgrade railway are
making good progress, contributing significantly to stabilising
the local economy and improving the lives of the local people.

The report noted that China provided medical materials and
equipment, including test kits, face masks, medical gloves,
ventilators, protective suits, goggles, medical shoe covers,
infrared thermometers and other anti-epidemic supplies, and
assistance to 150 countries and 10 international organisations.
The Chinese government plans to provide $2 billion in
international aid to countries hit by the pandemic, even as it
pursues its goal of connecting global economies. Healthcare
diplomacy is part of China’s goal to push forward its
BRI programme.
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He said the pandemic may have disrupted personnel flow, but it has not stopped BRI partners from supporting and investing in this
joint endeavour.
“Together, we are building a Health Silk Road. Our cooperation on pandemic response has turned the Belt and Road into a corridor
for life-saving supplies. We are building a Digital Silk Road, a corridor of smooth information flow that will keep BRI partners
digitally connected. We are also building a Green Silk Road, under which we have intensified cooperation on green energy, green
infrastructure and green finance. Our goal is to make the BRI a robust engine for low-carbon transformation and green recovery in the
post-COVID world,” Wang Yi added.
A Global Times report in January 2021 had quoted Peng Huagang, spokesman for the Assets Supervision and Administration
Commission of the Chinese State Council (SASAC) as saying that despite the pandemic, 65 companies had moved into the ChinaBelarus industrial park, with a total agreed $1.22 billion investment. He said out of the more than 3,400 projects in BRI economies
being implemented by 81 state-owned enterprises (SOEs), more than 600 projects have been completed.

PROGRESS IN 2020
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Thailand was the top BRI project nation in 2020 in terms of
value, with projects worth $71.2 billion, followed by Indonesia
and Nigeria. Russia remains the biggest recipient of China’s
BRI funding to date, according to Infrastructure 360 data,
receiving $269.7 billion across 117 projects. In 2020, it received
$20.8 billion across 11 projects.
A major BRI project signed during the fourth quarter of 2020
was the $11 billion Moscow Kazan Highway Project. China
Railway Construction Corporation Limited (CRCC) secured
a $763.6 million contract to build the 700 kilometre road,
connecting the capital city to the southwest of Russia. The
highway connecting Moscow to Russia’s sixth largest city will cut
travel times to around six and a half hours and boost Chinese
connections to Kazakhstan and Europe, as part of the larger
Western Europe-Western China International Transit Corridor.

Negotiated over seven years, the Comprehensive Agreement
on Investment (CAI) is poised to improve Europeans’ market
access to China once the text is finalised, signed and adopted,
and vice versa.
China is the EU’s largest trading partner, while the economic
bloc is China’s second largest trading partner after the
United States.
“Xi called on the two sides to synergise development strategies,
urging intensified efforts in policy coordination, better synergy
between the Belt and Road Initiative and the Eurasian
interconnection strategy, and discussions about cooperation in
the digital sector,” according to a report in Xinhua.

China is expected to make further inroads into Europe through
BRI projects, after the country signed a massive investment
agreement with the European Union at the end of 2020.
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ACTIVE COUNTRIES
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In 2020, Vietnam was the most active country in terms of project
count with 38 projects, followed by Indonesia (33) and Malaysia
(27), according to the Infrastructure 360 BRI database.
The Cat Linh – Ha Dong Metro project in Vietnamese capital
Hanoi is scheduled to start operations in May. A key BRI project,
the 13 kilometre metro line with a total investment of approximately
$886 million, was built by China Railway Sixth Group.
Last year, China Energy Engineering Corporation (CEEC) was
awarded seven wind energy contracts in Vietnam. These
included: the 100MW Gia Lai Hung Hai Wind Power Plant; the
150MW Pleiku Wind Power Plant; 350MW Ca Mau Offshore Wind
Power Plant; the 117MW Ninh Thuan Wind Farm; and the 30MW
Vietnam VPL Offshore Wind Power Plant.
Key Indonesian BRI projects in 2020 included the 3x380MW
Morowali Coal-fired Power Plant, Indonesia CATL Lithium Battery
Plant Project, Indonesia Bleaching Powder Project and 1,200MW
Indonesia DATA DIAN Hydropower Station Phase I.
In March 2021, Chinese news portal Seetao.com reported that
Shanghai Electric has signed contracts for the 3x 380MW coal
power plant units for Tsingshan Iron and Steel’s nickel-iron,
ferrochrome and electrolytic aluminum lines at the Morowali
Industrial Park in Sulawesi.
The Chinese consortium building the Lithium Battery Plant
Project is expected to invest $5 billion in the project, according
to Reuters. In December, China’s Contemporary Amperex
Technology (CATL) had agreed to invest in the plant, after
signing a deal with Indonesian state miner PT Aneka Tambang

requiring CATL to ensure 60% of nickel be processed into
batteries in Indonesia. The project will begin production by
2024. Lithium production has gathered momentum with the rise
of electric vehicles across the world.
In Malaysia, Infrastructure 360 data showed that Sarawak
Second Trunk Road Project and Hang Tuah Jaya Satria
Avenue Comprehensive Development Project commenced
construction in the fourth quarter of 2020. The 225 kilometre
Sarawak Second Trunk Road Project, awarded to China Harbour
Engineering Company, will connect Sarawak to the country’s
coastal road system.
The Hang Tuah Jaya Satria Avenue Comprehensive
Development Project located in Hang Tuah Java, Malacca, was
awarded to the China Construction Third Engineering Bureau
Co for $71 million.
Bangladesh emerged as a BRI hotspot following Chinese
President Xi Jinping’s visit in October 2016. The ongoing $3.3
billion Padma rail project, funded by China, is integral to the
proposed Bangladesh-China-India-Myanmar Economic Corridor.
In December 2020, Energy China and Bangladesh Jalalabad
Electric Power Company signed the EPC contract for the
600MW Anwara Gas-fired Combined Cycle Power Plant
Project, which is expected to significantly alleviate the current
power shortage in the Chittagong area. China’s CNTIC, which
is implementing the 400MW Ashuganj East Gas-fired CCPP
Project, was awarded the 11kV Dhaka Power Distribution System
Development Project last year.
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PROJECT UPDATES
Among major BRI projects announced in 2020 was the nearly $4 billion Lviv Coal-to-Liquids Project in Ukraine, near the border with
Poland.
In December, China National Chemical Engineering Group Corp. said it will build a large coal-to-liquids project in Ukraine under
an engineering, procurement and construction contract, to process 6 million tonnes of raw coal a year into gasoline and chemical
products, such as methyl alcohol and dimethyl ether.
December also saw the start of construction of the mechanical and engineering component of the China-Laos railway, according to a
Xinhua report. The 414 kilometre railway is a strategic docking project between the BRI and Laos’ strategy to convert from a landlocked
country to a land-linked hub.
According to a United Nations report published in February, the Lao PDR-China railway route is “the main part to the central route for
BRI cooperation in the Southeast Asian region, as well as for the Singapore-Kunming High Speed Rail Link also known as the Pan-Asia
Railway Network. For this reason, the railway construction in Lao PDR has started despite the fact that construction of other parts in
Thailand and Malaysia is still under negotiation.”

STAYING ON COURSE
China has released official numbers to assure that the BRI programme stayed on course in 2020. China’s trade in goods with
countries along the Belt and Road reached $1.35 trillion, accounting for 29% of the country’s total foreign trade, while its non-financial
direct investment in countries along the route reached $17.79 billion, an increase of 18.3% year-on-year, the official Belt and Road
portal reported.
In the first two months of 2021, in addition to Malaysia, Vietnam, Indonesia, Bangladesh, Pakistan and Laos, the other major recipients
of non-financial direct investments by China were the UAE, Singapore, Kazakhstan and Cambodia, according to a Ministry of
Commerce bulletin.
The ministry said that total non-financial direct investments by China in 50 countries along the Belt and Road grew by 4.3% year-onyear to 19.73 billion yuan during January and February 2021. This represented 19.9% of total overseas non-financial direct investments
for the said period.
However, the value of the contracts signed by Chinese companies decreased 11.7% year-on-year to 94.33 billion yuan, representing
620 new contracts in aggregate. The BRI contracts accounted for 47.6% of overseas project contracts signed by Chinese companies.
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SECTOR-WIDE PERSPECTIVE
2020
BRI PROJECT SECTOR

2019

PROJECT VALUE (U.S.$B)

% OF TOTAL VALUE

PROJECT VALUE (U.S.$B)

% OF TOTAL VALUE

Transportation

133.07

31.7%

392.45

44.4%

Power & Water

94.65

22.54%

187.76

21.24%

Real Estate

84.43

20%

64.88

7.3%

Manufacturing

56.36

13.42%

76.83

8.7%

Oil & Gas

46.32

11.03%

120.09

13.6%

4.94

1.2%

41.88

4.7%

Mining
Communication

0.24

0.06%

0.29

0.03%

Grand Total

$420

100.00%

$884

100.00%

Source: Infrastructure 360 BRI database

Transportation continued to retain its top spot in 2020 as the biggest beneficiary of BRI investments, with projects worth $133.07
billion, followed by Power & Water with projects valued at $94.65 billion, while Real Estate was third, with projects valued at $84.43
billion. However, in terms of the number of projects, Power & Water took the top spot, followed by Real Estate and Transportation.

2020
BRI PROJECT SECTOR

2019

NUMBER OF PROJECTS

% OF TOTAL PROJECTS

NUMBER OF PROJECTS

% OF TOTAL PROJECTS

Power & Water

246

33.65%

157

23.16%

Real Estate

184

25.17%

224

33.04%

Transportation

179

24.49%

192

28.34%

Manufacturing

71

9.7%

29

4.3%

Oil & Gas

26

3.6%

36

5.3%

Mining

16

2.2%

28

4.13%

9

1.2%

12

1.8%

731

100.00%

678

100.00%

Communication
Grand Total
Source: Infrastructure 360 BRI database

Power & Water had the largest number of projects in 2020 with 246, followed by Real Estate with 184 projects, and Transportation with
179 projects.
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M&A TRENDS IN BRI
Overall, Chinese outbound acquisitions in 2020 were impacted by COVID-19 headwinds, declining by 19% to $35.8 billion compared to
2019, according to Refinitiv Deals database.

China overall
outbound M&As
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Source: Refinitiv Deals database

Notably, acquisitions along Belt and Road nations touched $8.6 billion in 2020, down 32% from a year ago. The volume of deals also
declined by 13% to 115. BRI deals accounted for 24% of the total Chinese outbound acquisitions.

China
outbound
M&As in BRI Nations
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Energy & Power was the top BRI M&A sector in 2020, accounting for 40.6% of the total value, followed by Consumer Products &
Services, at 15.1%, and Industrials at 14.1%. Healthcare, which was the top value performer in the first half of 2020, dropped five places
down to sixth place.
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CHINA OUTBOUND BRI M&As – SECTORAL PERSPECTIVE
Others (12%)

Healthcare (9%)

Materials (9%)

Total Value of
Deals U.S.$M:

8,584

Energy & Power
(41%)

Industrials (14%)
Consumer Products
& Services (15%)

Energy & Power
(10%)
Consumer Products
& Services (9%)
Others (42%)

Total number
of deals:

115

Healthcare (7%)

Industrials (23%)

Materials (10%)

Others: Finance, Real Estate, High Technology, Retail, Consumer Staples, Media & Entertainment
and Telecommunications
Source: Refinitiv Deals database

In terms of volumes, the standalone top honour went to Industrials, which accounted for 22.6% of the total deals. With 41.7% share,
the ‘Others’ category, which includes Financials, Real Estate, High Technology, Retail, Consumer Staples, Media and Entertainment,
and Telecommunications sectors, tallied the highest number of deals for 2020. Within ‘Others’, the top spots went to Financials and
High Technology with 10, and 13 deals respectively.
Value topper Energy & Power accounted for only 9.6% of the total number of deals, pushing it to fourth place behind Industrials,
High Technology and Materials.
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TOP CHINA OUTBOUND M&A TRANSACTIONS IN BRI COUNTRIES (2020)
DATE RANK

TARGET NAME

TARGET REGION*

TARGET MACRO
INDUSRY

VALUE (U.S.$M)

ACQUIROR
NAME

13/11/20

Cia General de
Electricidad SA

Chile

Energy & Power

3033.63

State Grid Intl
Dvlp Ltd

10/06/20

LG Chem Polariser
Division

South Korea

Healthcare

770.42

Ningbo Shanshan Co

11/12/20

Jenny East Holdings Ltd,
Kisanfu Holdings Ltd

DR Congo

Mining

550

China Molybdenum (CMOC)

13/12/20

Freeport-McMoRan IncCopper Cobalt mine

DR Congo

Mining

550

China Molybdenum (CMOC)

22/06/20

Star Readers

Singapore

Consumer Products 515.39
and Services

Maple Leaf CIS Holdings Pte
Ltd

21/12/20

Compart Systems
Pte Ltd

Singapore

High Technology

398

Shanghai Wanye Enterprises
Co Ltd

23/12/20

PT DSSP Power Mas
Utama

Indonesia

Energy & Power

394

Datang Overseas (Hong Kong)
Energy Investment Co Ltd

15/04/20

Ansaldo Energia

Italy

Energy & Power

349.13

Shanghai Electric (Group) Corp

29/07/20

Xinghua Port Holdings
Ltd

Singapore

Industrials

325.34

Zhuhai Port (Hong Kong)
Co Ltd

29/06/20

Gainpro Resources

Sri Lanka

Financials

268.00

Fujian Transportation Maritime
Silk Road Investment &
Management Co Ltd

Source: Refinitiv Deals database

In 2020, Chile was the top target country in terms of value, accounting for 35% of the total BRI deal value. Singapore topped the
volume table with a 22% share of the total.
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THE NEW FIVE-YEAR PLAN
China has pledged to accelerate development of green technologies and target GDP growth of six percent annually over the next
five years, in a wide-ranging long-term strategy unveiled in March.
The 14th iteration of its Five-Year Plan (2021 to 2025), approved by China’s National People’s Congress, will have major repercussions
for the prospects of the BRI.
The key takeaway from the 14th Five-Year Plan is that, while there has been a strong focus on investing at home to fuel domestic
consumption, Beijing will pursue the massive BRI series of projects in parallel – and the two priorities will intersect and fuel each other
in multiple ways.
Indeed, a key aspect of the plan is the “dual circulation” strategy, a key component of China’s 14th Five-Year Plan, where domestic
demand will be strengthened and supply-side structural reform intensified. This will place greater emphasis on domestic economic
activities of internal consumption, production and distribution, while at the same time intensifying external circulation through the
BRI Initiative.
“We will promote the high-quality development of the BRI,” the Five-Year Plan strategy document declared. “We will act on the principle
of achieving shared growth through consultation and collaboration, promote green, open and clean values, and increase pragmatic
cooperation.”
More crucially, the government is keen to “improve the quality and performance of outward investment and promote the sound
development of funds for outward investment and financing.”
The statement appears to be an acknowledgement of the criticism of some of China’s projects in BRI member countries, which have
been slammed for the debt burden they have placed on host countries.
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LAND BRIDGE TO EUROPE
China is keen for a land bridge to Europe that traverses Central Asian and Eastern European countries, a plan that assumes huge
significance in the context of the recent crisis in Egypt’s Suez Canal, where a run-aground container ship blocked the canal and
disrupted global trade for at least two weeks.
“With regard to the China-Europe freight train services, we will work to achieve an increase in transport capacity, advance the
construction of transportation hubs, expand port capacity, build overseas warehouses, move forward with the demonstration projects
for assembly centres, and look to further develop inter-governmental cooperation mechanisms,” the Five-Year Plan document noted.
The government also intends to pursue “orderly development” of international economic and trade cooperation zones that will boost
trade and investment ties between Beijing and BRI member states. These include a number of rail, port, energy and other major
projects aimed at enhancing connectivity, developing the China-Pakistan Economic Corridor, and advancing the China-MongoliaRussia economic corridor.
In addition, the government is looking to further its BRI strategy to expand ties with Singapore, South Korea and Japan, through new
agreements and projects.
The Greater Bay Area, the conurbation of nine Chinese cities and the two special zones of Hong Kong and Macau, will also see more
investment in the next five years.
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GREENING OF BRI
As such, China believes new developments coming up, on the
mainland and elsewhere, should feature green and sustainable
innovations. It is also aiming to develop more ESG-friendly
financing for new BRI projects.
“We will vigorously develop green finance. We will promote
green transformation in key industries and important areas,
carry out evaluation and certification of clean production, and
enhance clean production in key industries and industrial parks.
We will also promote the construction of eco-friendly buildings,”
the Plan document noted.
Vijay Valecha, Chief Investment Officer of Century Financial, a
UAE-based financial consultancy firm, pointed out that China is
already the largest issuer of green bonds in the world.
“China already has a well-developed green bond market, so it
is not difficult for firms to issue bonds in this regard. Many of the
capital-intensive projects, for example, the high-speed railway,
can be categorised under sustainable projects, as they reduce
pollution, and China is already pushing them aggressively,”
he said.
However, the pandemic fallout is likely to slow down new
investment initiatives, he noted.
In November 2020, a Moody’s Investors Service report had
stated that credit stress would put the brakes on fresh BRI
investment flows, which are unlikely to return to 2014 to 2019
average levels in 2021 or 2022.

Ayman Falak, Senior Editor at ASEAN Briefing, a business
intelligence platform from Dezan Shira & Associates, said one
could expect reduced investments into BRI projects as China
focuses more on mobilising capital to meet domestic demand
in the short term.
He said he believed it would also likely result in many
countries asking for debt relief and restructuring, and possibly
re-orientating their policies towards more strategic and costefficient projects, rather than relying on Chinese funding.
On the other hand, Chinese markets could be opened up to
BRI partners.
Valecha said: “Helping these nations increase their exports
could help them generate revenues to service debt. Also,
Chinese companies can be encouraged to use more of these
assets to make them economically viable. Nevertheless, China
might have to restructure or forgive a substantial part of the
loans.”
China has extended debt relief to developing countries worth
a combined $2.1 billion under the G20 framework, Reuters
reported in November last year.
Against a backdrop of growing tariff and non-tariff trade barriers
with major advanced economies, China will increasingly view
BRI countries as vital export destinations for higher-end valueadded products, Moody’s said, adding that exports to BRI
countries will partially offset the declines in export demand from
the U.S.

“In fact, China itself might have to support a lot of projects
internally to boost the growth in its economy. China’s domestic
economy might get more attention from its policymakers than
overseas countries,” said Valecha.
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In a recent report, Dr Christoph Nedopil Wang, the Founding
Director of the Green Belt and Road Initiative Centre and
a Senior Research Fellow at the International Institute of
Green Finance (IIGF) of the Central University of Finance and
Economics (CUFE) in Beijing, China, said: “For 2021, we expect
Chinese BRI investments to focus on strategic assets, e.g. ports,
as well as regional transport infrastructure investments in Asian
countries to utilise the new trade agreement under recently
signed RCEP.

“For 2021, we see less demand for
Chinese overseas energy investments
due to declining GDPs and thus
declining electricity demand. We see
opportunities in investing in more
bankable smaller projects that are
quicker to implement, for example
solar and wind, and an opportunity
to cut losses in large and often lossmaking projects, for example, coal.”
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RCEP: WORLD’S BIGGEST TRADE PACT
TO BOOST ASEAN ECONOMIES, SHORTEN
CHINESE SUPPLY LINES
The RCEP and CPTPP blocs will provide new regional trade channels
to complement the BRI

The signing of the Regional Comprehensive Economic Partnership (RCEP) pact by
15 Asia-Pacific countries last year brought into being the world’s biggest free trade pact.
Analysts estimate this huge free trade agreement (FTA), signed in November 2020,
will increase global GDP by as much as $285 billion annually by 2030.
The sheer scale is impressive. It accounts for about 30 per cent of global GDP, covers
30% of the world’s population with 2.3 billion people, and dealing with nearly 28% of
global trade is going to challenge global alliances and forge new business routes.
Member nations have signed up to cut customs tariffs by as much as 92% over the
next two decades.
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RCEP also brings the participating countries under a single trade
pact with the world’s second biggest economy, while shortening
supply chains and providing momentum for economic recovery
beyond the COVID-19 pandemic.
“The COVID-19 crisis, coupled with the cornering of China by
the U.S. by way of sanctions, has made it all the more relevant
for a production-based economy like China to integrate and
consolidate its ties with regional players,” said Junaid Ansari,
Vice President of Investment Strategy and Research, Kamco
Investment Company.
He added that China’s rapid recovery enabled it to realign
its global supply chain—and place more emphasis on its
regional neighbours.

PATHWAY TO RECOVERY
However, it may be some time before the RCEP is fully
operational. To date, only two countries – China and Thailand
– out of the 15 signatory countries have ratified the RCEP
agreement. Ratifications of at least six ASEAN member countries
and three non-ASEAN member countries are needed for the
pact to come into effect.
But in the context of the global pandemic, the RCEP is already
having a positive impact on the region’s struggling economies,
according to multinational law firm Baker McKenzie.

“Sometimes, the intangible increase
in investor sentiment is as important
as the actual duty rates themselves,
though in the end, it comes down
to how much new or preferential
access the new duty rates and other
benefits provide.”
“It is widely speculated that it may take up until the end of 2021
for the agreement to enter into force and for the provisions to
be used to enable preferential trade and investment,” said
Dr Mia Mikic, former director, Trade, Investment and Innovation
Division at United Nations Economic and Social Commission for
Asia and the Pacific (ESCAP).
However, when political commitment is stable and clear, then
Foreign Direct Investment (FDI) usually begins before pacts and
treaties are fully ratified, as companies and investors vie for
first-mover advantage.
“So, positive impacts on growth may be seen even sooner,”
said Mikic, who is also a trade economist.

Fred Burke, a partner at the law firm’s Vietnam office, said more
trade and investment opportunities will stimulate growth, adding
that “businesses are always looking for new developments that
will create new opportunities.”
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POSITIVE DEVELOPMENT

DWARFING THE CPTPP

International credit rating agency Moody’s has termed the
pact a “positive development for intra-Asia trade and regional
cooperation,” coming amid coronavirus-related restrictions and
a severe economic downturn.

The RCEP is more than double the size of the next largest
trading block in Asia-Pacific, the Comprehensive and
Progressive Trans-Pacific Partnership (CPTPP).

“This has come at a time when
the gradual erosion of multilateral
trading norms is curbing global trade,
and countries are adopting more
protectionist measures and focusing
on bilateral trade relationships”
Lillian Li, Vice President & Senior Credit Officer,
Credit Strategy, Moody’s Investors Service

Li said RCEP is expected to facilitate greater volumes of
outbound FDI and existing supply chain reorientation throughout
ASEAN, with greater market access and increased production
opportunities.
China will be a main beneficiary, as it scales up its supply chain
diversification throughout ASEAN and ensures a shorter supply
chain process.
While there had already been rising trade and investment flows
to ASEAN countries due to Asia supply chain reconfiguration
before COVID-19, Li said RCEP is likely to accelerate this trend
along with the economic rebound expected post-COVID-19.

Moreover, RCEP is more diverse in terms of membership,
because it includes three of the least-developed countries in
South-East Asia, as well as two extremely important trading
economies from East Asia: China and the Republic of Korea.
Because of that – and even more so should India decide to
join – RCEP opens huge potential for regional reconfiguration
of supply chains, said Mikic.
This is especially relevant in the context of post-COVID-19
recovery, because RCEP promises opportunities for the
diversification and shortening of supply chains for delivery of
goods to consumers in Asia, she explained.
The benefits from RCEP are the largest for countries without
an existing bilateral FTA, such as Japan and Korea, and the
more externally oriented ASEAN economies such as Malaysia,
Thailand and Vietnam, Moody’s claims, citing findings from the
Peterson Institute of International Economics.
“Gains will be more modest for countries with lower trade
exposure, for example, Indonesia, although it would increase
their participation in global value chains,” said Li.
She said the benefits to smaller ASEAN economies, are
expected to be smaller relative to those accrued to Northeast
Asia (Japan and Korea) because ASEAN already has existing
trade agreements with China, Japan and Korea.

The RCEP is expected to bring an abundance of opportunities
for partner countries once implemented, but Mikic pointed out
that the benefits, as in all other trade deals, will depend on the
speed and extent of implementation.
Given that the benefits of RCEP will take many years to kick
in, its signing, according to analysts at Fitch Solutions, is by no
means a silver bullet to solve the ongoing challenges from the
economic fallout caused by the pandemic.
Jason Yek, Senior Country Risk Analyst at Fitch Solutions, said,
“Generally, we do expect regional FDI to pick up as a result of
RCEP’s simplification of trade and procedures within a single
framework for participating countries.”
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TRADE TIES
Baker McKenzie’s Burke agreed that RCEP member states are
already engaged in substantial intra-regional trade.
In 2019, 20% of Japan’s imports and exports were with China,
signifying that China was already Japan’s largest trading partner,
he noted, citing official data.
China was the largest external market for ASEAN exports in
2019, with a share of 14.2% and Japan was the fourth biggest
with a share of 7.7%.
As for imports, China is the region’s largest external source of
imports, with a share of 21.9% and Japan the third, with a share
of 8.3%.
“In some cases, less developed economies may have less
ambitious undertakings to open to foreign competition, but in all
cases, reports are that we can expect a net positive impact on
GDP growth rates,” said Burke.
The World Bank has said that CPTPP membership is projected
to increase GDP by 0.4% by 2030, whereas RCEP-driven GDP
growth is predicted to be 1.5%.
“Those GDP growth rate increases may be smaller for the
bigger players but larger in absolute value, so indeed, everyone
benefits,” said Burke.
According to Chris Devonshire-Ellis, Chairman of Dezan Shira &
Associates, the major benefit for the smaller economies in RCEP
is in finishing products and adding value to brands from the
larger economies, especially where hand-finishing is required.

In an article published in November 2020, Devonshire-Ellis
wrote that the unified rules of origin regulations under RCEP will
boost manufacturing investment in countries with lower-cost and
lesser-skilled workers, such as Cambodia, Laos and Myanmar,
and will be of special interest to manufacturers from Australia,
Japan, New Zealand, Singapore and South Korea, where
production costs are higher.
Importantly, given its size, the RCEP would create net gains at a
global level and contribute to offsetting the global losses from
the U.S.-China trade war, thus pointing to the value add from
regional (and multilateral) cooperation and integration,
said Mikic.
Overall, the RCEP deal is expected to gradually increase the
global economy by about $285 billion annually by 2030,
according to economists at Brookings and John Hopkins.
As with many other major multilateral deals, experts have
raised some concerns about RCEP not making commitments to
deep tariff cuts or structural reforms, with no mention of labour
rights or the environment, while at the same time offering weak
protection on intellectual property rights.
Despite these apparent shortfalls, many agree that the final
version of the RCEP delivered more than most believed it would.
Each member state will reduce or eliminate customs duties
by approximately 92% over a 20-year period, and customs
procedures will also be streamlined, under the terms of the
new pact.
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IMPACT OF RCEP ON BRI
While the geographical coverage of RCEP and BRI is quite
different (140 countries are signatories to BRI compared to
RCEP’s 15 countries), industry experts point out that there
is some overlap in the membership, mainly among the
ASEAN countries.

“Both China and ASEAN countries
within the BRI could benefit from
RCEP with increased market access,
greater export growth and production
opportunities,” said Moody’s Li.
In China’s case, its trade in goods
with countries along the Belt and
Road reached $1.35 trillion in 2020,
accounting for 29% of the total
foreign trade.
Baker McKenzie’s Burke is of the opinion that the RCEP can
stimulate the rollout of the BRI in many ways.

Dezan Shira & Associates had noted in its past reports that the
BRI is essentially an informal gathering of nations, not a legal
entity in its own right. Any RCEP tariff benefits are between the
RCEP members and not the BRI.
However, Devonshire-Ellis pointed out that where they overlap,
the RCEP agreement and other related bilateral agreements
such as Investment Treaties (services) and Free Trade (goods)
are the applicable documents to refer to.
“This can and will influence BRI projects, but in conjunction with
developments in China’s new Foreign Investment Law, Dual
Circulation Policy and newly announced Negative List,” he said.
Clearly, the signing of the RCEP has created a lot of buzz,
with many commentators and experts tracking regional
developments examining RCEP-BRI linkages, as both are
backed by China.
Terming both RCEP and BRI complementary in design, Ji
Xianba in an article for Belt & Road News wrote that “the former
[is] reducing intangible policy barriers and the latter physical
logistical hurdles to greater commercial cooperation and
exchange across the vast Afro-Eurasian supercontinent.”
Li agreed that the two programmes could be complementary,
as RCEP regulations could set up reference standards in areas
of trade, investment and market competition for BRI members
to follow.

“First, the increases in trade in goods will increase the demand
for better infrastructure. Second, service sector openings will
facilitate the development of transport and logistical services
and related investments,” said Burke.
He pointed out that the RCEP has a Secretariat that can help
channel information on policies needed, to give full play to the
BRI’s promises of greater regional and intra-regional economic
integration.
Nonetheless, Moody’s pointed out that RCEP and BRI have
different focuses.
“The former is concerned with facilitating trade and investment
through mutual obligations, while BRI is built on mutual
negotiations for economic collaboration, mainly through direct
investment or project financing in infrastructure projects,” said Li.
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EASY ACCESS TO FUNDS
With RCEP signed, will market players get access to Chinese
funds to tap new investment opportunities along the BRI
corridors?
To this, Burke responded that funds from China and elsewhere
will follow the opportunities that RCEP creates.
“In addition to playing a role in the basic infrastructure
development, market players from other countries will also be
able to participate and take advantage of the opportunities,”
he said.
“The pandemic has slowed down economic progress in
emerging markets, but China showed a rapid recovery,
enabling it to resume and realign the global supply chain,”
said Kamco’s Ansari.

“The RCEP will benefit from the BRI
and would enable ease of funding
for the project as it becomes all the
more relevant for streamlining the
smooth flow of goods and services
in the region.”

Moody’s assessment is that countries that have growing trade
integration with China under RCEP will be beneficiaries of
greater BRI investment.
“We expect BRI to continue to evolve going forward, with an
increasing focus on environmental and technological initiatives.
This points to a leaner, greener future for BRI, with a more
selective allocation of BRI funding by Chinese entities,” said Li.
Whether this will increase access to BRI funds or not, according
to some experts, is not really an RCEP issue, but more to do with
China’s Foreign Investment Policy.
According to Devonshire-Ellis, much of this is realised on a
government-to-government basis and subsequently funnelled
via Chinese banks and SOEs (State-Owned Enterprises).
“There has been a commentary on the BRI slowing down,
but many of the projects are simply coming to completion.
China is changing its Outward Direct Investment policy and is
more interested in developing assets such as the Health Silk
Road and investing as minority partners in strategic new tech
companies, rather than massive infrastructure projects,” he said.
Since the major portion of BRI infrastructure has been done,
Devonshire-Ellis said BRI is moving to a ‘Phase 2’ with more
subtle, strategic partnership investments where China needs
access to technologies.
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DEBT CONCERNS
A lot of concern and criticism has been raised about BRI creating ‘debt traps’ by overly lending to smaller countries that can never
repay those loans. The smaller ASEAN economies - Laos, Myanmar and Cambodia – that are BRI members have also signed on to
join RCEP.
The risk of a debt trap for weaker economies, such as Laos and Cambodia, is tangible, according to Moody’s. “The growth outlook
for these countries is highly dependent on Chinese sentiment. In the absence of a credible financing strategy to meet both near- and
medium-term debt payments, this could give rise to financing gaps in the near future,” said Li.
However, according to Baker McKenzie, the fear of a “debt trap” is more acute when economies are slowing down, but to the extent
that RCEP and BRI both contribute to greater economic growth, they both reduce the dangers of the “debt trap”.
“At any rate, the international situation in respect to government debt, on the heels of the vital stimulus programmes that COVID-19 has
required, will be a far greater long-term macroeconomic factor,” said Burke.
However, he said it is important that governments curtail waste that can arise through red tape and corruption, leaving a debt burden
for poor-quality assets that don’t generate the anticipated benefits to enable healthy debt service.
While distinctly different in their designs, RCEP and the BRI, Digital Silk Road and Health Silk Road programmes are expected to help
China build its own space in the region and influence the forming of future trading rules and standards.
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THE GREATER BAY AREA: NEW SECTORS
OPEN TO FOREIGN INVESTMENT
China’s 14th Five-Year Plan has emphasised innovation and new technology
as growth drivers for GBA.

China’s push to develop Greater Bay Area (GBA) into a mega-city region by, integrating
the Special Administrative Regions (SARs) of Hong Kong and Macau together with nine
cities across the Pearl River Delta in Southern China, is expected to gain further traction
with 14th Five-Year Plan (2021 to 2025).
Spread over 56,000 square kilometres and encompassing 11 cities, the GBA, often
described as a mini-BRI programme, has a population of more than 72 million and a
GDP of $1.67 trillion at the end of 2019, similar to South Korea’s GDP.
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The national initiative to build a world-class mega-region in
Southern China is regarded as a parallel growth driver for
Chinese economy together with the BRI, while also facilitating
the BRI’s financial and legal elements. China sees the GBA as
a “support area for the convergence of the Silk Road Economic
Belt and the 21st Century Maritime Silk Road” and a source of
new products feeding its sprawling cross-continental network of
BRI projects.
Nicholas Kwan, Director of Research at the Hong Kong Trade
Development Council (HKTDC) said China has recognised
that GBA should have special status, as it is the most
internationalised area in the whole of China.
“It brings together the Chinese system, the Hong Kong system,
and the Macau system. No one system is better than the other,
but brought together they become very strong,” he said.
In December 2020, UK-based IR Magazine had reported that
HKTDC had merged the two committees that individually
intended to focus on the BRI and the GBA.

ECONOMIC ENGINES
The GBA initiative was signed in the presence of President
Xi Jinping in July 2017, followed by the release of the Outline
Development Plan in February 2019 to identify the proposed
role of each city in the GBA. In July 2019, the government
came up with a three-year action plan to make GBA a worldclass incubator for innovation, while developing the necessary
infrastructure to facilitate the smooth movement of people and
goods by 2022.
“The four leading cities of the GBA - Hong Kong, Shenzhen,
Guangzhou and Macau - will serve as the region’s core
economic engines and perform specific roles,” said Tom Gaffney,
Regional Managing Director, The Greater Bay Area & Hong Kong
at CBRE.
Hong Kong, for instance, while retaining its long-established
leadership role in financial, global transportation, trade and
logistics, asset management and professional services, will also
become the world’s leading offshore clearing centre for the
Renminbi, and support the BRI by offering international legal and
dispute resolution services, according to CBRE. Hong Kong is
also the designated green finance centre for the GBA under the
Outline Development Plan.

“Hong Kong has experts from all over the world. We have
lawyers who know local laws, not just national or international
law. We have lawyers from Europe and the U.S. who are in our
database of hundreds,” added Kwan.
The economy of Shenzhen, where China’s top tech companies
are headquartered, will continue to be driven by the creative,
innovative (technology) and financial industries. Guangzhou,
on the other hand, will primarily focus on commerce, education
and transportation. “The city will aim to be a training ground
for young talent and has ambitions to become a global
megalopolis,” said Gaffney.
A tourism capital, Macau will continue to develop into a worldclass tourism and leisure centre and will also facilitate commerce
and trade between China and Portuguese-speaking countries.

“Beijing has long had the goal of
making the [GBA] region into an
integrated financial and technological
leviathan that rivals Silicon Valley by
2035,” said Georg Chmiel, Executive
Chairman, Juwai IQI.
He said huge amounts have already been spent on
infrastructure, especially transportation infrastructure, all of
which will make it easier to support a growing population.
Last year, China said it would invest 474 billion yuan in the
construction of new transportation infrastructure projects in
the GBA.
The 14th Five-Year Plan has emphasised the development of
GBA with a special focus on building national science centres
and regional innovation hubs. Last year, for example, the
Guangdong-Hong Kong-Macau Greater Bay Area Port Logistics
and Trade Facilitation Blockchain Platform Project was launched
to maintain the competitiveness of GBA’s 37 ports.
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REFORM INITIATIVES
In recent years, the Chinese government has swung into
action by issuing a set of new policies and pilot programmes in
financial reforms and financial openings at both the regional and
city level.
For instance, in May last year, the People’s Bank of China
and regulators of the banking, insurance, securities and forex
sectors jointly issued 26 new measures to guide financial
reforms and provide direction to financial openings in the GBA.

“Measures that promote cross-border
finance, in areas such as wealth
management, private equity and
foreign exchange, will boost crossborder trade and investment”
Silvia Zeng, Head of Research, JLL South China

Given the cross-border nature of the policies and the
government’s firm commitment to integrating cities within
GBA, JLL said that Chinese companies are set to expand their
presence in Hong Kong, both from operational and investment
allocation perspectives.
On 11 October 2020, the government issued a new pilot reform
in Shenzhen (2020 to 2025) that will relax foreign investment
restrictions on sectors including energy, telecommunication,
public service, transport and education, based on the
nationwide negative list, which details sectors in which nongovernmental bodies can operate
It also launched the Chinese Depositary Receipts (CDRs) in
Shenzhen, to attract foreign-funded mainland tech firms to
list on domestic stock exchanges through ChiNext market in
Shenzhen.
As part of the strategy to promote Digital Renminbi, there is also
a plan to establish a fintech innovation platform, by the People’s
Bank of China Digital Currency Research Institute in Shenzhen.
The government is also planning to open up the finance
industries, with more efforts to advance the Renminbi and
improve the foreign exchange management system.

She pointed out that the pilot schemes will allow institutional
investors in Hong Kong and Macau to participate in private
equity and venture capital funds in the GBA.

In January 2021, South China Morning Post had reported that
China’s yuan replaced the U.S. dollar as the most used currency
in GBA.

As funds will be set up for key projects in the GBA, this is
expected to allow capital from insurance firms and bank’s wealth
management units in mainland China and the two SARs to
participate.

“Finance reform in both GBA and Shenzhen recently will not
only bring more new business from financial related industries
into the region, but it will also boost the formation of new
business ventures from TMT,” said Nelson Wong, Head of
Research, JLL Greater China.

The industry observers say that implementation of the
guidelines will greatly facilitate cross-border businesses and
improve the accessibility of the mainland’s financial market.
“It will bring in more businesses for both mainland and Hong
Kong and Macau financial institutions, as well as create new
growth opportunities for office demand in Guangzhou and
Shenzhen markets,” said Zeng.

“The GBA, we think, is a perfect example of where we can all
work together. We believe something really different can be
achieved here, bringing China closer to the rest of the world,”
HKTDC’s Kwan said.
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INVESTMENT MAGNET
CBRE expects the GBA to remain a magnet for investment capital, with investment-grade properties located in the core of the GBA
likely to see strong demand growth.
“The emphasis on technology and advanced services will create considerable requirements for offices, business parks and high-end
logistics facilities,” said Gaffney.
Given that the Chinese government has taken the initiative to develop GBA as a leading business hub in the region, industry observers
expect the area to attract more talent from both within and outside China.

“Together with the increasing urbanisation rate, there will be higher demand
in urban housing in the GBA.”
Martin Wong, Associate Director, Research & Consultancy, Greater China at Knight Frank

He said residential, office and industrial sectors will be the subsectors that are going to have greater demand in the GBA, due to the
increasing urbanisation rate, national initiatives to foster economic development in the region, and the comparative advantages in the
labour force and supporting facilities already in place.
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ABOUT INFRASTRUCTURE 360
Infrastructure 360 combines more than 45 years of leading content from Project Finance International (PFI), BRI Connect, Refinitiv®
Lipper®, MENA Projects, Refinitiv® Deals Intelligence, Refinitiv® DataStream, loans, Reuters News and ESG to bring together the world’s
most comprehensive view of infrastructure
Belt and Road Initiative (BRI), a major driver of global project activity, is integral to Infrastructure 360 with detailed insight into project
participants, schedule, and financing.

ABOUT ZAWYA
ZAWYA.com, a part of Refinitiv Middle East, is a leading source of regional news and intelligence, serving millions of professionals
from the UAE, Saudi Arabia, Egypt, and the rest of MENA. Our projects section offers news, insights, and trends on infrastructure,
government policies, and tenders in the Middle East. For more information, visit: https://www.zawya.com/mena/en/aboutus/

BRI PROJECTS METHODOLOGY
Our methodology for identifying BRI projects as follows: Projects that have been identified as such by the Chinese government or
Chinese state departments; Project contractors have signed agreements with the government departments of the relevant country
along BRI corridors and have obtained the relevant regulators’ approvals; Projects which are published on the BRI official website:
yidaiyilu.gov.cn; Projects that have direct Chinese participation at a consultant, owner, contractor and financier level, or are of strategic
interest located along a BRI economic corridor; Projects where MoUs have been signed or joint statement of cooperation issued
between China and the host country. Chinese Involvement projects are not officially disclosed as BRI projects but have direct Chinese
participation as either the owner, consultant, contractor or financier.
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