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Growth back on track

Å Economy grew 8.7% in 2009, exceeding 8% growth target

Å Forecast of 9-10% growth in 2010

Å Fixed asset investment is main driver of growth rising 30.1% in 2009

Å Manufacturing sector continues to strengthen with PMI reaching 
56.6 in December

Å Retail sales grew 16.9% in 2009

Å Car sales continue to grow strongly

ï over 13.5m  vehicles sold in 2009

ïovertook US to become the worldôs largest car market 

Å Unemployment rate remains 4.3%



China GDP growth rate



Exports recovered, weakness remains

Å China overtook Germany to become worldôs largest exporter in 2009

Å Export rose 17.7% in December, ending a 13-month of decline

Å Exports to emerging markets grew the fastest

Å Machinery and textile are two main export products

Å Need to adjust product structure and growth pattern

Å Import increased rapidly especially in December, up 55.9% 
(machinery, soybeans, commodities) 

Å Annual trade surplus was US$196bn in 2009, 4% of GDP vs 6.9% of 
GDP in 2008



FX reserves expands

Å FX reserves increased by US$453bn in 2009, reaching 
US$2.4trillion

Å FDI into China in 2009 was US$ 90bn, down 2.6%

Å Concerns

ï Hot money (resulting from economic growth, relatively high interest 
rate, and RMB appreciation expectation)

ï Inflation risk



Bank lending remains high

Å Banks extended RMB 9.6 trillion (£864bn) of new loans in 2009, up 
96% on 2008

Å RMB 1.3 trillion (£117bn) in first 20 days of January 2010

Å RMB 7.5 trillion (£680bn) loan target for 2010

Å Restriction on lending to certain sectors



Inflation risk & property bubbles 

Å CPI rose 1.9% in December, PPI returned to positive territory for 
the 1st time since 2008 to increase 1.7%

Å Inflation expectations are rising

ï FX inflows, high level of lending, recovering export and economic 
growth increased liquidity

ï higher commodity price and sever winter weather added inflation 
pressure

Å National property prices increased 7.8% in December, fastest in 18 
months 

Å In large cities, prices are rising much faster, some at 50% 



Monetary and fiscal policy

Å Monetary policy remains ñmoderately looseò

ï inflation: drain excess liquidity, curb bank lending, increase  reserve 
requirement ratio for major banks

ï property: apply property tax, increase deposit for land purchase to 
50%, restrict on loans to property purchases and development

Å Proactive in fiscal policy and adjust the focus on stimulus plan

ï no new government funded infrastructure projects 

ïfocus on ñsocial infrastructureò e.g. healthcare, education



Capital market development

Å HK benchmark Hang SengIndex gained 52% in 2009 at 21,872

Å Shanghai Composite Index (SCI) rose nearly 80% in 2009 after 
tumbling 65% in 2008

ï Bank lending and stimulus money into property and stock markets

Å HKEx outstrips world bourses in IPO listing in 2009 raising 
US$30.8bn with 69 IPOs

Å Shanghai aims to launch an international board in 2010 for foreign 
firms to list on



Index futures and margin trading launch

Å CSRC approves the launch of index futures and margin trading

ï Expected to launch in March/April

ï Give investors more options and tools to manage risk, a step forward to 
develop Shanghai as IFC

ï Pilot with selected security firms first

ï Foreign firms can invest through QFII scheme



RMB funds development

Å 105 RMB funds completed fundraising a total of US$12.3bn in 2009

ï 1st time taking a dominant position in terms of funds raised

Å Central & local government have made many efforts to the 
development of RMB funds

Å RMB funds tend to be brisk in investment

Å Many foreign investors and fund managers desiring to compete in 
China view RMB funds as the ñnext opportunityò



HK ïoffshore RMB centre

Å Proposal to allow direct investments of RMB in HK

Å In July HK was allowed to settle cross-border trade in RMB

Å HK banks that participate in the RMB business can open RMB 
corporate account for any corporations that participate in cross -
border trade

Å RMB loaned out in HK cannot revert to mainland, so near -term use 
of the new arrangement will be limited 

Å For now, symbolic significance of the arrangement is much greater 
than its practicality



Private wealth continues to grow rapidly

Å Chinaôs population of wealthy surpassed that of UK in 2009, ranks 
4th in the world

Å In Asia, number of ultra rich stands at 14,300, compared with 
18,000 in Europe

Å Chinese shoppers now outspend their Russian and Arab 
counterparts in UK

Å Shoppers spent £3 million on Bond Street during 6 months to Sept. 
Surge of interest property purchase in Mayfair and Belgravia, 
growing demand in investment immigration

Å A tour group of over 1000 Chinese tourists spent US$ 6,000 per 
capita in NY during Chinese New Year



Foreign partnership allowed 

Å China allows foreigners to set up partnership, effective on 1 March

Å Not cover investment-oriented partnerships as regulators lack 
experience

Å For investment purposes, foreigners can set up venture capital 
partnerships directly under current rules, but their investment scope 
is limited to technology companies

Å More favorable tax treatment (tax on partnersô personal income 
level)

Å Simpler approval process (local unit of SAIC)



Jersey opportunities in China/HK

Å Corporate - listing 

ï Economic recovery, high liquidity and valuation will continue to attract 
listing  in HK

ï Jersey companies are now approved to list in HK 

ï No changes in Ordinance 10, but HKEX is diversifying from just HK 
and Chinese companies

ï Target at AIM listed Chinese companies and UK, European or Russian 
companies



Jersey opportunities in China/HK ( conôt)

Å Private wealth management

ï target non-domicile Chinese in UK

ïGlobal income and capital gains of a non-domiciled residents 
are not taxable in UK unless remitted

ï£30,000 charge after 7 years is not a serious pain to many

ïExposure to inheritance tax could be minimized through use of 
offshore trust



JFL 2010 focus

Å Regulatory and government alignment and facilitate high -level 
dialogues and contacts with China/HK

Å Facilitate the initiative to negotiate DTA/TIEA with China/HK

Å Follow up on Ambassadorôs visit to bring top 30 Chinese companies 
to Jersey

Å Identify high -profile champions to endorse Jersey as an outstanding 
IFC

Å Find opportunities for members to work with local HK/China 
counterparts

Å Continue to participate and organize  relevant events, such as STEP, 
AsiaHedge



Doing business in China

Å Etiquette is important to know but itôs just a part 

Å Chinese business people are very practical

Å Chinese expect and want "total solution" approach

Å Chinese tend to have  non-standard inquiries . They work quickly 
and expect providers to be prepared  to have solution immediately

Å Work with both end clients as well as intermediaries



Contact Info

Zhaoan Li
Jersey Finance Limited 
Hong Kong Representative Office
Room 2146, 21/F, ICBC Tower, Citibank Plaza 
3 Garden Road
Central
Hong Kong

Email: zhaoan.li@jerseyfinance.je
T: +852 2273 5519
F: +852 2273 5999


