McKinsey
& Company

2020 ERAINPEHE
fT2.HA=E ?

fEEEPUBTRIENETTIGK, QTN ZEE 2020 FN0RE WS,

= @ &) (Gordon Orr)

2019 £+



48

2019 SFEPEHR T KIGITEURG, BlachsE
KB AKIEBIARTE M DR XY P & U 55 BOREK ™
BHNE, e LB 28k : SB0RE
AR BEZRBHLS RBVISIUS REVE A NBA 2
Zk, EFT

R, NFHBERWMS, FEEPEFEFL 6%

Bk, =FBNENRRE. £ TRETUSP,

BUS X2 IRAFHBN BYFE TS TR DR

2020 FRHRHEAUTEN, MEAEENETIEIE
PEHBEMNES. PEREERANINE TS
BLIRAT#RH. BR-LNTTARE

N TEM TR LRSEXE, EEAREEE
ET 5. 22020 F, XMPDBIESH

K, NERMZOFIRENER. F 2020 F,

DPENSFTRRBRRBUERS, LERBEREN
TT, BEEMAIGHIE. WRPEILHETIL

S5ERNSAEIE, A4 2020 FRIE—TEBE,

RN R HR BRI E.

EPRAR

AFHREPIS 5 PEEF2E0mDBH
2T, XEFASEATI-RIIR, #H
NZEE, BIER, ASUR, BAXRW, frE. £
PREIXLER, 2020 ERE—TDE. BIK,
EBEBUTHINE

ZEET DA HARBAERES, AMUEERS,
RAEERZTEARNE SHETEP, #1)
URN

FEEHFE (FZRPEN) ReETEREM
1 BYHZT B AT R

BINEY, URSXEBNOSENNRTIRAI
BUEIE. XU BRI INHEREIN

2020 FRIINPEEHLHE ?

KEEFKRS; FZEMASEMEERE, X
BRAACHKEE. PENETRFZOIRENG
NREHERB DB VF AT, BEXIEABIL
NOWEEEE BIEYRE) K.

RWEAE—FRILILT, FMERITVBIXKRE
P s, MARBESHEAEER T =TI
BAENM. RBE 2020 F, WRRLIAMDIL,
NBEEERE, AafAi. BEADEZHX
BRI las/]\. MiTEERABIHPE 2
B 15% 2%F=EH, HFETHRSMWESZXI
I URAE R RIEE, X[ JLFEA
EEFRBEEE. BB, BEIINEE
WV, REFFREENHO, 2ENITEHRA

T eI PE. HhESEhEPERT
G, RRRI 09EARNIE. Krt, PEIE
FEIRA N L PERMBIH RPN, XLBEHZE
FEEFXB 2RI, RERENERBINRS.
FEAEXRAPEL SFEPEATGHPELTZ,
BXRANHIFEEREFHRIPEH. F2AR
B HIBEINBDE —KEPEEFHPEAT,
MNTANXRPEATNRRLLINE T 1R,
mERgL—

ZhDBEFHIIRAE 2020 FFHNFER. =Rl
MIARRNEP2E, EPRFELETEHESR
REE 2019 FRREECHIRSPRENSE—
MENE, EAFEONNRHNEERZHMP
RPERTHFRS

. RE—FKAXE ELMNPEAD#EXY
TR, RZEAT. ZBIRE



98 500 XNE, mMELURN 1 BlZET (B8
BEEES) . FBOEEEHRE 2019 F 11 B
BBB R MV AR,
FPLERRHRIEAL EHERINES AT
OneConnect ENFIREREMZE. =5, SF
FErINLE, PEATEARFMETHAT IR
BRBUAARE 20 {2370, LERFETRETS 4%,
—EOERNRAT
JESTEDPEEANEA LR, BENLHESR
ASXUNESHNGEY, MPEREVLEEH
BRI ERETA (VIE) SENATEE
A,

BARRK
ZENPEHBN SR T HRERNRADB,
2020 FYRER— TN TR —HE, E=EBUY
HRPEATWREEXRBEEAL S (BD
REEFREMIGR) , KREEEFRAATUREG
EEHNER AR5,

R—H8, PEBRGH S —IiBY 200 {235t
BEE, DSRPEA RIS ATUREVR
M, SEN, HEMMENEG IR RF
SRR,

PEHE L2 SEE"EW EESBIBUNES 10
EERUEEANESEEATHRA, XTI
SES PC FOBRB88 A0 26%,. PEHISE
LRSS ED IS M 2012 Fa927
30%_EFHE] 2018 FEHN 70-80%. TGS EFo
FEREFND, O MPERETEPEmDPS

BB 85%HMNEN, EXEMRPSEAR 1%

BN, BRS TikTok, DEOVEEAME KERGHR
B

2020 FRAMINPEBHLEE ?

20 (NREETDEERKEIGTE NEPEN
3k, Tiklok JEALHEEDRBRKEE) ;
£EE KPR AEDE S

EEENPEATD PP ERRACNEEED
HIEENF SRR IR 2020 FEESENHA
2, BENFEBNNERATHBINERET.

RINENBRAESWNEASHIE NER
MR —R I KB B B E N TIREFTR
H RN A _EESRIRRFESIE R,
WREKFEEMEIR, XBRIES (PEFIE
2025) P ESNEZRIRN W BERIEEEDL.
AREX, DEIEARIREIEN, Hl, B
FPEDEERES W ERENDZ —; £
BEETT PRIFISIERN Z2ELEEN,
BIEEREMMEL N 56 SRR
Mgits, HHROREDEEEBIREER AR
e M~ REEER A EES, TEREN
REBH L2 RN AMSHIEE, MiX
LR PALAR DE AT BINIEIEIER
Dl ware

PREPEXBURARRENE, REXUXLEH
H k0. MEBESArBm0 B,
E—BRRE, ERIIENERED, 5FED
RAZ DS,



ERRBEPE
PRETRA B R R 127 P E VA ARG S B AL

RS, XYPEX TMRUBRISMNAE NG,

BHFSARGNZ, XMBHERELET TRE
Nig. REPEHHEBERATEZINFZEA L
BRI S DRI, BEREEXPEEHTEA
EROHIIEERE T2F, BIHRSIRELS
o

ZSHNBEURRPE AN SEE
2o MINBEXNPEQTHT T TTOBRERE
B, DOUHEIIRSG LB R BT
YOS TNBIXIE 2

WRPEHE REHERIEENE RERENEGE
BRGNS LIS T AR, WEPEHT
RUSHEEATNZEBEALHEBZ I HR
BHINEE.

T —REHTRAEBERE ? BIR. RBESKE
SRAEPEAGETZAR. WREMEIRKE
SFEMEXREB, WBMANEPEFRIANH
RBENERMARITE, EPESREMFL?RES
WRALIREM IR, XRGHIE P EAD
FPEBREIFHRET, 2R ECIXVIRIAL
£ WRZHINDNE BB —RPE
NIFE, REREMF24 7 BIHTHERRK
=, EERRFIONEWRRS)

REBRUABEPEHESEXNFWEN, BE
BREE HYRBEXIDET]. REPEH &8
MBI, RMNEIREATREES LTS 2 2. NBA,
—F. BLENTRRLIUX AL,

PERRE

2019 4A] 10 MBEMBREDEXHALLIBK
8%, BN 6%. BINS S BT —T /5 M
BRI, FBINED

2020 FRIINPEEHLHE ?

WE—FK, BRREMZENSKARRE—
F, WEXTBERSBELHIRIEDAREIRRE.
WA, MKU2EERB RS EI DTN
TR, BRFARITHRS (BRi2BT 1 512
=7T) FERTH. PEEFBNTIIHTEXK
WERAIISKE (RELFSZSEUNS GDP
BY60%) , {BELIRIMEE 20 E 30 SFIER
BUBTRE ERSSIIX—BfR, MMAIE SR
FKJVFEIET.

X F R FSAINB T AENB sk
HFRRSNEEZH. WTH2AMS, B
MUtz s, BREER STFFEIRA
ATBE. TR ARRBEZTE—IPEEHVEF1IT
X MEEMTHRON—MRETT, PEINEIH
ME RGP RIBI TR —F. &£
STPHEE, XLEEBARARIESTEH 2020
FRTEMHB U MIEKIE T 30%.

ZPERIEPNTKREERR, REENE
T IUFADEREFH, 2020 FAKTRES R, R
m, WF2RSTWIEEREDAR. HBINRR
FEAIMR BRI BB — TS, 45l
RILEEENERIRZHWIE. HELSW
SHRYINEFBR/RFR. EEEER R
R, ERIRSIARMAES B LS.
2, BIR0FIIN

R\ T U F NP EAMSERNZEERR
FR, REXFUFEIDHTSRIIEN 5 IXLES
R. FREMRFEIBT 6. 25 {2370 HIERIR
HR ERANGFRFEEA D, FRESEE
BIEFEHE, UEIREFERATES. M
ISEEUNSEE iR



MERER
PELKRIENERERNZ2HEURIT AR
RORIRAUMIZR CZRPEARBRIINE) ,
SETZPMRIEANIER T BRENRER
2, EEgN0sBINR|RR, ETENES
RNAEE KR RERESZ R0, EPE,
2IREBIY 50%8VERE, FEBTREEHNE
7\, BB LT 100% M F, REEBHNLE
BABKE, MAREENFAERBHNXE.
ER, BB Green Common FITHINATEKSTim
BT IX—FKo

Bk 5 H P, RREGERHEEA

MEER. 2020 F, BUPRERBGING LMK
BHENEIEE,

AR EVNARIE K FONER. BUTEE
REUTH), HERIGPERERRIEHENR AR,
WRDRAF I HELZISAN BV AN ITIR S
S, RohEEREMHIEEGMURER GI
R, FEXEHUEIRREEDZ, NMSE0E
FREXRRE 61 FGREFTERBIE.

b EPEEERSTRIBHEY 4000 D&
MIXBIRSS, FFTEHSFDL 35%HIREIBK,
EM@A0 Ele. me S PE P MR RGHETED
BRIFEXRRIFA. N IBEX—FK, )
RREREROEE, FOBEREREEZE
KU NERBES, TRRFERINIAEIE
RREIR.

2020 FRAMINPEBHLEE ?

HEBREART T AKRARH AR TS
BUV RGBS REVEE

IXEERGFE 2019 FHIRS| S HBERRE,
WEEAER. BDREBZEARREARER
AEBEEA, RABSOR, &0
RERPEHARBAINEMIIA THE. R
PN ERBIEIES LY e R B V2R
NIMEHEE, kWS, RREWD, BE
FEEEHME. 2R 15%NMIBEREANHIA,
HIFAREL. NTWZARMS, HBEZE
CRESHLEN?” BEREEARFRRE L
EIRESFH DA, LB RT RS 2 RS
BATEEHBLN, ILFE2—HES. SEAR
G, BEnANTEN, RIPTEZER
A, FEITERTDESILERT . KELH
WRENEERNA, WRBFEFAE, ARME
RRIDIRSE.

4R, LSEREARDPE —BONBEN i
THMOIIINRDE, 2488 20 2 PERBUT
WEN “RNESR” o



BN ERE

PEEVSEHIERE 2018 450 2019 FIREE
Jo BYATIAM 2018 FHE TS 8%, TE
2019 F 10 B—FPRETS 3%, BEX
X, BXEIS

JIMHBER. ERNHEEIHTIARLESE
RBXFMATE B 22 B8R
PESENRRTUEERRZ BEAFIRAMRN
DEE. RE2NE, OB TRMHE
T3P TRA

RIGERERABIY 35500 A. ’EHZIE
BEEETM. BITECEEE T ABYLSE
ThiABvImlE

TPE.

2020 &, FEERHTHIE DBAEH 100%KRMNHE
IRt T, BmSEREATINRR. B
R, WAHBRAEIEBEREORLBREXRF
Ao WMIEAREARENFERINEBE (2019
F, PEHELHMBAREPHEE 25%T8ER
EBRNEY, 2020 FIREIAR35%) , FHERD
EEENFEOSBN%E, FRIE S RHHE 89T
Ao

1

EBINFEIR. WM TBEFERIBHEL7EE
INE. KEEIRED, BERTBMER
BBI655A 2RI,

XY =S HAFABURH P N ROHETRE LA
RBEYE, HARRBESMETBL 510112
RFETATOHERR Z4 OEM VIO : &
2019 2 2021 F7i8), FHEL 200 24P EV &
A, BRpREAREn
QR PRBUT REAIEARIET I P EIEBEN
SREAMG, WE) 2019 ERETEHEN 5%
(EBPMSIX 20%) , 2020 FRESHE
7%

PENBMETHCEREDT AN 3-4 3.
XPEERATISEK, TRNPENDIINSSE
RENZE, RATANGIGSEMSS, HEBMAD
FEEBEGMBIERNG B

2015-2018 FEDRE OB X B VFEFTEF PHON

25%

20%

15%

12%

10%

5%

BIMNFEETF PN

0% :
s bR

B 2015 M 2016 W 2017 2018

21%

18%

15%

12%

w V=

FRRIR . BEREEMEIERE 1S Markit, Norsk Elbiforening F0PEISZERARHF DI

2020 FRIINPEEHLHE ?



SCHLAEX (GBA) THRIB—ERD

GBA EWUDRR DI FERMIL LB BT
SBX STHE 6P 8 15%%7, FHARWFSHER
SEELIRIETDIY, B AEXNNINERE
TRKHEXBE,

MBS X I EMIRIEEV R BB DAL, A
BORME 2020 FEFENEK (NFELE) . &
BABOSERBONMR, BEIKBRETIEZR.
R = EB Bl A RIRIZ 6V X B ROT R 836V
WELFPIN. TTRERDIRIRE, FIEE8RE
BE, I MalEX. BEEXER
RNRERRYNENET, EEZHPEF
BASEIBEX M@ E DBELIEPL. #iTE
Z XU I DRI LUERFIE (EREIE
BN ESBIKELN, £ TNERRERY
EIXBEBIOR WIAHITEIRE G,

2
GBA AR5 RI, 2018

GDP (AE™ 10127T)
£
0]

220

290

201

363

410

2020 FRAMINPEBHLEE ?

BRS EMSNEZIN, GBA HHIEESH ST
RIRNNBEHR, IXfE CBA L EREURTHTIL
SRITFHOIRE T —LHLE], UFEIABLLR
FRRTE, RESFHHT.

RVVEBERT 2020 £ GBA HUERER, RIS,
— B IR ABFHBIXIREM IR, —-THIED
£ R GBA BURCURIFELHS, MAR—BE
NS BURRIMH SR o

BURME

V2 ATDR 2019 SNSRI EEAMMA
B—F. (FNPERTEENEANEREHT
BieEAREM G Rk
IRIEFLESEHT 5B DA XTIk
WAEHR, 2020 EREEZHNPEMEAT
BFAMALR AN

ANBEREF=E (A

27 nnn\
53

63

e




[z Ze

EXRMHHRERE (SAMR) 7 2020 FIFE
NORRIERZXY S FERTHT, RZRTITHN. H
WERBEZ . TIRITESELFIWAS 10%.
BWEEEHTP.

— IE7EXY 15 RIRBATI BN BRI 2R T I
HTEE, ERIERZFERIMENE L
FADGERMERIWSS. ATRIARE, T
BRETEEARIFERETRIR, BaRE
BEZHEZ PR,
HIRBUTSES/N\ES S SAMR BRETIR
BRXACHENES LR,

— IE7EXY 20 REFF S EWHTEE, BXE
TEEMIG ERRINE, XRESEIZEA
R ZERmERREBY. XU EHISESRAG
BHEME, URRENAZE SAR TJagRI
IBRREHT AN TIRE. SAMR RFEITE\IBKaR—
£R T RSEBRBIYRRIFTNEH AL
B, MBS RESE. RENPEN
SFEIREREEI AN LEERE 5 23K 100 B A
7, FEMSFSRSNTHERBEER/]
MEEENS 4. BEATHIOT
REEONER, XTUESEMINIZIMHIT.

MERBREERLZEHE (\SR)
HOINE IR AEPEEW

2020 FF 1 B, XWONEATBANRER, NE S
SEMMIZTEFRLD T BERRITPHFE
2Rk,

2020 FRIINPEEHLHE ?

R, FWSHBERNEAFERTEARIMEW.
INBEEWEN ZEBRRIBNE AN EGIEER
SIS, EWERBIRNAE T RNEEINER
BRI A (WFOE, EJV, CJV) HERBXRl. AL
K=, RERT.

BAERTIR. WERFDBIRE T WANEING
ANEERE, BREFHREFRMREENT
MOV ESIBRTENRK . K2R —MERFK
ENAR, TEHENTERURBREMS.

HTFRERNEHZEBEIINTREE
B,

INENEOZEBETIRE (RABRIEH) UK
XMBENENEERERINMEERZEEE
fhX RXBTWATNVETINEREE, E
HITEHEE. BLERZHEWSHEXR. WET
EARUEER, R, A, G
WAL B 50%BENREESEIANETY
EHBRARSR, BIUUN—RAT
WRINNINE R BB [EE NS AN ERRS
MINBIRRR, NIUBEREENES DI,

Rex

BERANEDEZ T BEAEMBITHmAEX
ENRN, BRTIHREERT

RIE. WREBIRNFIR, MRRRIFNRER
RERLRESB. EURIZHIESINEEHRR
SIS BUSHIIRED, MBS .



IR

SRR ARGMLPS 2. 0 7 2019 FHIRHD
NEE-ERPHEREIBHNE, i1
MNIEESHED VAR R E. KINER
AT L PEONTE TERFAIEE I LI,
1095 5 ES. P ENNIIN B INEREIE
BHTEIE, AXNERTRP. 28JY
—EBURME K EIENEIABY A E A
2B E. WNTIRSHEETHEREEM
. AP

SEBINBRBORRHAIE T PEBNTRSE RS
DB —8B 5.

KB ALZBNBUTRE SURAZ RG0S
EATRSBTIPH B AR SSHEIE, U
RATQDEEMAE LK T IRICER. WEM
MONBENREBIL LN, XETHE, IEME
BRMAIEAL 8 2RM, B 140 REWKRRS
TEWHER.

KRt
BUNRIVE B <BVET DR EEAT S BA
BETEBRMBRH. NRIIATHSKUGH
TERBIRIS N BES B,
BBINFTBINNBRIIMAZLRIEFH, M
RIRRTSRENEPEH. PEARRT
(PBOC) BRIIET, BOE 2019 FXMES 170 %
MEEEG. BAELAEBNEE:

2020 FRAMINPEBHLEE ?

— BRPEEA LSEAV BRI NG
MAI-5 «PEHNS 2025) {L5cSBHEE
RNZo

— TN DG 81 | ch AR R A3 X IR,
AR KFRAERATA

— NRBENARLE-ZFRK, BN—BEE
BRI 2P MR FTRE o

— JURNEIZRMEERS, D EZRIRSP
BINEE, FRIRMSISRIERR AL,

— B R X RERARBEA S BEKHER.

NI ERBRIIRAT XREFEHEM MR,
—IBNBRITTIX—NIHITRE, M—
N EIFTrE N E AU E m R ERI U Lo
2020 F, EIFRPETHSRIER I SBUTIR
T AR IR BT St BI SR EE 550

PEA/WFS

NFHF2TWIEWMS, 2019 F8E. &, &
T, EERETUEREEE T E. P
DA L3, B NMSANRE k.
IREIIRSES5. SWBESELEEZBNERH
— K, NGNBRABUHEFRS S 20%
ML, RAMIINEHEREMHNEPRBEA,
YIBAR, DXREEADEAMA DR R, Bed
A SIS o

BRANTRER, iDRE 2020 FEFEZ
BUBR . BR 2019 FI2SRMABURBRTIN, &
RAFEZHHRITEIM. 89

PEARBTER 2019 FERUBERSPEM



BAE 2019 FXHS 1000 K P2P 575, A DRHE
AT 600 AUREY\BURIT (SSFE 13%) 1S
NN . MINNERALRRES “PERF
B BUSPEAERTZ—EH, [I¥hE
W= ERITEDR IR LF B

F2HEMTATERU, MBS EED
2B 5 RO HMAIBKE, 1T
BERRIEBMANR, BRESRED, A0
EBREZE LHATNRNREIERIBED
N, &0/ L& Kasen, ArtGo 0 Tibet Water 8
BRIBEBIY 90%., X2IRRBY, HL—BHEES
SAITUNATRERER 5. EIWREREIZH
= PN I SN,

2020 FHSIBEAITWREPEBOHETEBRS
b, HPUHBIRSHEAH T LB,

EsREE, #E, RTIRRERRRTR.
PEAPTEBIER]

BRI B2 0IML AR - N8, AT
EREAIEB RS, BISYIEN, EVERARFSEHE
M. RN EREX LTI PRETERR
X, BRMEMILTI PRETEFEER
SI70.

EESEW

BFBEAZRLD (ETABIESBNmES
B S 100 O, REPEARGEEIBEERD S
20%) , FBBANTEFRER;
BSARIDE . 50 ZPENFIRBERER
ShFERE R EHANI D, SZ2XUEBEFETERRA
FNRER 40% LT, BHH 40-60%8934740, 13
IERTHRTHR. MREIKRENSEFNHE
EMEBLLEE T ES 50%.

2020 FRIINPEEHLHE ?

REATRUIMIHAINYT L PEVEI = BIEIR0
B\ TRUMIAHEARXA, M IP0{DERYE. B
RIEEZRNE. REMIASE-—RZENE
RINE SR, B2 AMETBREZURE
2 JRETE 2020 F=REMT 1Mo

XNTF—EEEAGMS, [—"TEA#, BN
ATESBIREAIUBXRES, URNENELL
2R, HEINIHR-LESARNENER. XIT
B2AKE, ERERINIR—TNREREXFNE
-8 20 5 30 FRIGERRHBMIZE RRLLE,
MKRZHBSR. B LMNBNSREBARSER
EBRMHIYER K,

XNTEETPENE, TUEKGHREEZS
KIS, MIAETRENTINGE. R
HBXAEWITECERBER, CUEET
BeXZEPILVNEE. KEBEZREEHA
HMFARXTERRIRE, RAUEEBREEWIE
ERBMNIRZAETBRBZ DK IS,

WRNERSEFBERERNE, B
HR—

RUNER, TSHESHMENR. FIKE
ST EET AR IR GBA BRI,

FREE 2020 &, HBNBAFTIGRBIGTIRENAE
LKL, BISILER—FPREBREANIAI AN R T
BRI, UNRREBRA TR
BEIMEN LR

EEE, ROBEWNSENNXXLERFA
FRHRCRIZ TR0 BES. B 2020 F, RIS
up A AS =1



Gt

2020 FRPEH+F P BB ARG —Fo
B REEBEMMI) (TR ITHEITOISSR
™) o EENXEREKESNPEHINEKER
N\, ERBFRARERIDRRERNETT
W7, PERREEHXTVEVRIBIEILUR

FEPE, FREWRAI 2020 FEFDHIEGFD
ENN—F -B20R, BZHEM, FE
BN FONBIXIBRL AN BB B et B0 H TR EH
o M, ENZIRFER, BUFT, BRI
HOEFRERSHRR, PENEIRAZHE
WHERMR=0mes. REBIMNLEN
N TSI, ISR RERMNE, T
SR, BEIENGHE (WRFBREPERS
SBINT) -

KE-B/R (Gordon Orr) BEHH AT (McKinsey&Company) BIRESINAF]
SR, AR EPMmAER SESEN o

2020 FRAMINPEBHLEE ?

1



McKinsey
& Company

What can we expect
in China in 2020?

With domestic consumption powering economic growth, companies
should consider stepping up their activities in 2020.
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Introduction

2019 in China brought together long running
challenges, such as uncertainty over US-China tariff
levels and ever more intrusive regulation of business
in China, with a few unexpected ones as well: the
crisis in Hong Kong and the flare up triggered by
tweets from an NBA coach, to mention just two.

Yet for many businesses, opportunities flourished
throughout the year as China’s economy grew
roughly 6 percent. And in multiple key industries,
the government’s commitment to global leadership
started to pay dividends.

2020 will offer a similar mix of evolving, often
worsening, challenges. Growing separation between
the US and Chinain technology sectors seems
inevitable. While some companies will evolve

to remain relevant in both markets, others will
choose to focus on one. In 2020 this separation
may become broader, impacting financial markets
much more directly. China’s economic momentum
will continue in 2020 with domestic consumption
leading the way, selectively creating opportunities.
If China’s priority sectors match those of your
business, 2020 will be a good year to step up as the
taps of government funding remain open for now.

US-China relations

Multiple areas of growing separation between

the US and Chinese economies predicted in last
year’s note were largely realized — investment
flows, supply chain, data flows, people flows,
technology procurement, standards. In all these
areas, further separation will occur in 2020. One
example, US government agencies, such as the
National Institutes of Health and the Department of
Energy, not just the Department of Defense, have
been presenting US university administrators with
hundreds of case examples where they believe
non-US academics, largely Chinese, have failed

to disclose parallel funding for their research from
overseas governments along with commitments to
share their IP discoveries with those governments.
Those academics will likely be proactively excluded
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from US universities; many others will self-select
out or simply not come to the US in the first place.
Restrictions on investment from China into the US
will shift from a focus on larger deals, which have
shrunk to almost zero, to direct and indirect (i.e.
through funds) investment into technology startups.

| did anticipate a year ago that we would have clarity
about tariffs by now, not the ongoing uncertainty
that holds back investment plans in supply chain
and factories. Looking into 2020, if there is finally
agreement it seems likely to be narrow and not likely
to be long lasting. Multinationals have suffered least
from tariff volatility. They typically send no more
than 156 percent of their China production to the US
and have multiple factories around the world that
they can move production for the US to. Aimost none
of these factories are or will be in the US. Smaller
businesses, often foreign-owned, that focuses
solely on exports to the US, have been most hurt.

Factories do continue to move out of China.
Manufacturers are also consolidating in China,
doubling down on technology in their remaining
factories. Indeed, China s rapidly becoming the
world center for the Internet of Things in factories.
These trends preceded the US tariffs and have only
been marginally accelerated by them. More non-
Chinese companies than Chinese are shutting down
factories in China, but not all move production out
of China as they close. A good number outsource
their manufacturing to a Chinese owned company
producing in China, believing that the Chinese
company will be lower cost than the foreign-owned
factory, and just as good quality.

New areas of US-China separation will come into
focus in 2020. Financial markets will be front and
center. The U.S.-China Economic and Security
Review Commission’s 2019 report to Congress

has as its first recommendation to delist Chinese
companies on US exchanges that do not meet four
criteria. No Chinese company listed in the US meets
all four, many won’t meet any. This threat covers



around 500 companies with a cumulative market
capitalization of about US$ 1 trillion (dominated by
Alibaba). It was smart of Alibaba to get its secondary
listing in Hong Kong in place in November 2019.
Companies such as Ping An’s fintech subsidiary,
OneConnect, which has announced plans to listin
New York, may reconsider. After all, less than US$2
billion has been raised by Chinese companies on the
NYSE and Nasdagq so far this year, down 74 percent
from last year. Some Chinese tech companies

may list domestically within China where listings
generally achieve higher earnings multiples and
Chinese regulators have quietly made it possible for
companies using the Variable Interest Entity (VIE)
structure to list domestically.

Technology tensions

The US and Chinese governments continue their
rush to embrace greater technology separation.
2020 may be a tipping point. On one side the US
government excludes Chinese companies from
buying US sourced technology components (at
least from being able to do so with certainty), from
investing in US technology companies, and from
supplying their technology products into the US.

On the other, the Chinese government has launched
an over US$20 billion fund to support Chinese
independence in a broad range of manufacturing
technologies to go alongside its similar sized fund to
support developments in semiconductors.

China’s “secure and control” initiative is encouraging
government departments and state-owned
enterprises to buy technology without US content —
perhaps 25 percent of the traditional PC and server
market. Chinese manufacturers’ share of the server
and storage market had already risen from around
30 percent in 2012 to 70-80 percent in 2018. It is set
torise higher. In smartphones, four Chinese brands
hold more than 85 percent of the Chinese market
and less than 1 percent of the US. China’s internet
giants, with the exception of TikTok, are absent from
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the US (TikTok may not retain its presence in the US
forlong if US legislators sustain their focus on the
company); the US giants have long been absent
from China.

The pinch pointin semiconductors of Taiwanese
contract manufacturers who play a key role for both
US and Chinese companies will become much more
visible in 2020, with greater levels of government to
government pressure exerted on the key companies.

One of the few business-focused outcomes from
the recent 4th Plenum were plans to establish a
“new national system for making breakthroughs in
core technologies under socialist market economy
conditions.” This feels very similar to state-driven
industrial policies contained in “Made in China
2025”, if not yet with the quantitative targets. In
some areas, China is likely to achieve goals quickly,
for example, as China still represents nearly a
quarter of global manufacturing output; taking
leadership in smart factories should be a no brainer.
Chinais turning its cities into large-scale pilots for
5G-enabled smart cities at a pace that will allow
Chinato set de facto standards. Their products will
not be accepted in the US, especially not as many
will require access to large scale data sets that
dwarf those that Chinese companies have been
blocked from.

All Chinese and US tariffs could be eliminated
tomorrow and only have a marginal impact on these
trends. Both governments have embraced growing
separation, the only question is how fast and with
how much painisincurred as we proceed.



Global Sports and China

Reactions in China to the social media post by the
Houston Rockets general manager are winding
down. Initial reaction to the postin China was not
surprising; perhaps what was surprising was that it
has taken so long for this kind of incident to happen.
International criticism of China over Xinjiang and
Tibet has occurred for years, but had not triggered
an incident, despite sports figures taking public
stances on many issues globally.

The incident should make any business that takes
sponsorship from Chinese companies pause. Have
they done sufficient due diligence on the Chinese
company to assess the risk of a player or a fan

base launching a campaign against the sponsor?
Multinationals with large operations in China should
consider the risks of their China sales becoming
collateral damage if China’s social media nationalists
decide to blame a corporate sponsor for remarks
made by a team player or coach.

Where might the next incident happen? Soccer.
Premier League clubs regularly play preseason
games in Mainland China. What would happen in
Chinaif European soccer fans waved banners in
support of Hong Kong or a player made a remark on
atopic deemed sensitive in China? No TV or online
coverage of their games, and pressure would be
put on their Chinese and non-Chinese sponsors to
withdraw their support to the team. What would
happen if the impacted team was owned, all or in
part, by a Chinese company? (such as Inter Milan by
Suning, Wolverhampton Wanderers by Fosun)

While professional sports see enormous commercial
potential in China, it largely remains that — potential.
Could European soccer leagues survive without
Chinese advertisers and broadcast revenues? Yes.
The NBA, the same. Some teams may have to.

Consumers in China

Consumer retail spending in the first 10 months of
2019 rose 8 percent year on year, ahead of income
growth of roughly 6 percent. Over 10 million new
jobs were created. With moderate house price
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growth and a positive year in domestic stock
markets over the last year, the wealth impact on
consumer confidence remained positive. More
and more consumer purchases are now financed
through installment payment schemes, through
credit cards and bank debt (now well over US$ 1
trillion). The average Chinese consumer is not yet
overleveraged (total household debt stands at only
60 percent of GDP), but the 20-30 age group who
borrow most enthusiastically are getting there,
pulling forward consumption from future years.
These younger age groups also sustain higher
current spending by not entering the property
ownership market. For many, property prices are
now so high itis simply not possible until much later
in life. Many realize that renting is a better economic
plan. Arecent JLL report showed the average price
of renting in top Chinese cities was less than half the
average mortgage payment. At the individual city
level, these trends could finally trigger a material
downward adjustment of as much as 30 percentin
specific city property prices in 2020.

Multiple consumer sectors suffered significant
demand weakness, most notably the automotive
sector and smartphones, where a 2020 rebound

is unlikely. Yet many service sectors are thriving.
Private education providers with quality facilities
and faculty are one example, especially those with
internationally focused curricula. | recently visited
the brand new Whittle School in Shenzhen. With

its world class facilities, it will attract students who
would otherwise have commuted to schools in

Hong Kong. Second tier cities, such as Suzhou, are
showing that they can support multiple international
schools targeted at mainland students, with Perse
School from Cambridge, England adding to those
present. Legoannounced thatitis building the
world’s largest Legoland theme park in Shanghai at
the cost of over US$625 million, locating it alongside
Disneyland Shanghai, creating an international
theme park cluster. And it has plans for many more.



Healthier eating

China’s endless food health and safety scandals
along with a growing awareness of personal health
(supporting the boom in gyms in China) has led many
middle-class Chinese to embrace healthier eating
choices. Restaurants are adding more vegetarian
options, and plant-protein based meat replacements
are gaining traction. In China, which consumes
more than 50 percent of pork produced globally and
has seen pork prices rise over 100 percent due to
disease in the pig population, the need is for pork
alternatives, rather than the focus in the US on beef
substitutes. Asaresult, Asian companies such as
Green Common from Hong Kong have taken the
lead in meeting this demand.

The government is getting more involved, requiring
manufacturers to provide additional labelling
information. In 2020, the government will require
that labels on foods show their glycemic index,
arating of how the carbohydrates impact blood
glucose levels. The governmentis actinginan
attempt to impact the explosion in diabetes and
obesity across China. If the experience of launching
this index in Australia provides guidance, food
manufacturers will reformulate their products to
reduce their Gl rating and will market aggressively
on the back of having done so, leading to a boom in
consumer demand for lower Gl products.

With China’s food delivery services providing
more than 40 million meal deliveries a day and still
growing 35 percent year on year, Meituan and
Ele.me have a key role to play in shaping middle
class food consumption in China. To meet this
demand, they will be promoting healthier options
and providing more information to consumers on
their choices, whether itis lunch delivered to the
office or dinner to the home.
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Social Credit System not a big deal for
individuals — yet

Government initiatives to create social credit
systems attracted a lot of international attention
earlier in 2019, which has since died down. In part
this was because the system was neither as new
nor as all-encompassing as initially described,

and in part because Chinese citizens are currently
mellow about the entire scheme. Data gathered

in the system comes almost entirely from existing
databases compiled by many agencies covering
financial matters, Party membership, regulatory
and legal compliance. As much as 75 percent of this
data was already publicly available, perhaps just not
online. For many citizens the question was more
“what has changed?” Calling out individuals who
fail to pay their debts on a public blacklist, making
you aware that someone you might be about to do
business with has defaulted in the past, seems like
agood thing. As with any system, there is potential
for misuse, blacklists can get too long, and they may
not be objectively created. Evidence from a Jiangsu
pilot shows that if government gets too heavy
handed, citizens successfully push back.

And of course, there is a part of the social credit
system that evaluates and black lists government
departments, with more than 20 county level
governments already having been blacklisted as
“dishonest”.



Rebound of EVs

Vehicle manufacturers in China had a tough 2018
and 2019. The overall market fell 8 percent by
volume in 2018 and another 3 percent in the year

to October 2019. Looking forward, demand faces
several headwinds. Anyone spending time in a major
city realizes just how unpleasant the experience

of owning a car can be with the lack of parking

and permanent traffic jams. On top of that, local
authorities ration availability and increase the cost
of getting a license plate to more than the cost of the
car. Ride sharing is extremely cheap and available.
Itis possible that we have seen the peak of the
internal combustion engine vehicle market

in China.

In 2020, as Tesla breaks ground on its 100 percent-
owned factory in Shanghai, the industry bright spot
will be electric vehicles. Again, local governments
play a critical role along with changing consumer
tastes. Cities are switching their bus fleets to
electric (close to 25 percent of all buses sold in
China will likely be electric in 2019, perhaps 35
percentin 2020) and are mandating that taxi fleets
shift to electric and reducing the cost of acquiring a

Exhibit 1

license plate for EVs. Cities are rolling out networks
of charging stations well ahead of demand. It is
common to see car parks where the only spaces are
those next to the EV charging stations.

Middle class consumers who are increasingly
sensitive to air pollution are investigating EVs and
realizing that their range exceeds that which they
ever travel in a single car journey. Vehicle OEMs
are responding: between 2019 and 2021 more than
200 EV models will launch . EVs represent close

to b percent of automotive sales in 2019 (up to 20
percent in major cities) and could easily step up to
7 percentin 2020 if central government decides to
include EV subsidies in any stimulus program.

China’s EV market is already 3-4 times the size of
the US market. This multiple will grow, giving market
leaders in China the opportunity to become world
leaders in developing and manufacturing EVs, their
batteries, and charging infrastructure.

Electric vehicle share of new vehicles in selected metropolitan areas for 2015-2018
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Source: Electric vehicle registration data are from IHS Markit, Norsk Elbiforening, and China Automotive Technology and Research Center
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Realizing Parts of the Greater Bay Area
(GBA) Initiative

The GBA initiative remains a priority for President Xi
Jinping. As the region covers around 15 percent of
China’s GDP and is the center of innovation for many
of China’s priority industries, the GBA’s success is
also important for national economic growth.

The Greater Bay Area will become more concrete
(literally) in 2020 as key pieces of its physical
infrastructure are built. Bridges, roads, and railways
to connectits east and west more closely will start
construction. This will bring previously remote areas
in the West of the delta much closer to existing
economic hubs in the East. Developers will follow
quickly to build homes, factories, and business
parks in the West. Homes are critically important

as this will take pressure off housing prices in
Shenzhen, allowing more of China’s young talent to
migrate into this vibrant hub for work. Factories that
relocate to the Western side of the region will still be
able to get their goods to Hong Kong or Shenzhen
airport within an hour for shipment globally, using
the new (and very underused) Hong Kong Zhuhai
bridge.

Exhibit 2

GBA macro economic performance 2018

GDP (RMB bn)
Zhaoqing
Jiangmen
Zhuhai
Zhongshan
Huizhou
Dongguan
Foshan
Guangzhou
Shenzhen
Macao

Hong Kong
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Beyond infrastructure the GBA plan contains
hundreds of softer goals, giving cities in the
GBA priority sectors to focus on and creating
mechanisms for cities that have historically
competed aggressively to work more closely
together.

Businesses need strategies for the GBA in 2020
that focus on two things. One — how to take
advantage of new regional infrastructure. Two — how
to shape still evolving GBA policy to their advantage,
rather than reacting once policy is defined.

Policies

Many companies saw 2019 as a year when more
and more regulations piled on to them. CEOs who
were the legal representative for their company

in China got increasingly nervous as legal teams
updated them on their personal responsibility under
new regulations. Unfortunately for them, 2020 will
see more new and evolved regulations targeting all
companies operating in China.

GDP/Capita (RMB 000)

2,286
2,422
7777

2,342




Anti-Monopoly

The State Administration of Market Regulation
(SAMR) will be more active in 2020 in tackling
anti-trust, anti-monopolistic behaviors. Their
investigations will have teeth. Fines can be as much
as 10 percent of prior year revenue. Inquiries are
already underway.

— 15 courier companies are under investigation
for their alleged anti-monopolistic practices
based on complaints from customers about
coordinated price increases and selective
willingness to bid for business. Companies
should recognize that inquiries will often be
triggered by their customers, whether with
legitimate complaints or simply a grudge.
Ensuring that government affairs teams have a
well-established relationship with local SAMR
officials is a sensible preparatory step.

— 20 e-commerce enterprises are under
investigation for requiring exclusive listings on
their sites, which is prohibited by e-commerce
law and anti-monopoly law. Sellers on these
sites should check their contracts to ensure
they are not enabling behaviors that SAMR may
find problematic. Businesses will be challenged
by SAMR on whether they have sufficient
insight and control over behavior by front-line
employees to prevent collusion taking place
locally. The best Chinese companies’ internal
control teams deploy up to 100 people on this,
and they act against hundreds of often small-
scale breaches every year. Multinationals tend
to have fewer resources, which may expose them
to criticism.

Foreign Investment and National Security
Review (NSR)

New foreign investment laws come into effect in
January 2020 with elements favorable to foreign
companies, solidifying announced market openings
and reducing inconsistency in policy enforcement.
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Policies to support business should in future apply
equally to both domestic and foreign enterprises.
Foreign enterprises should also have equal access
to government procurement and to domestic
standards setting processes. There will be no
distinction in how policy is applied to different
vehicles for foreign investment (WFOE, EJV, CJV).
Great intent, follow implementation closely.

Areas of concern exist. The law details how indirect
investment by foreigners will be treated, but does
not detail the specific structures or ownership
levels that will trigger review and registration. This
is another area to watch, especially for financial
investors.

Perhaps the mostimportant change is the revised
national security review of foreign investment.
Reviews are required for any foreign investment in
national defense security (control not required) and
any foreign investment in companies engaged in
key industries that are somehow related to national
security where the foreign investor has effective
control. The second category is more relevant for
most enterprises. Industries that fall into its scope
range from agriculture to energy, infrastructure,
technology, culture and the internet. While 50
percent ownership will certainly be seen as a trigger
of effective control, a company could be deemed
to have effective control at a much lower equity
stake if the foreign investor is seen to be driving
management decisions in areas such as strategy
and HR.

NDRC coordinates inputs from multiple ministries
and other government stakeholders, convening

an Inter-Ministerial Joint Committee to make
decisions. Ifthey do not reach consensus, decisions
are pushed up to the State Council as final decision
maker. Businesses should expect high profile
decisions to be driven by geopolitics not just
economics.



Data Protection

Multi Level Protection Systems or MLPS 2.0 have
been front of mind for chief information officers in
China for much of 2019 as they prepared for the
launch of new data protection standards. Large
foreign companies seem more aware and better
prepared for these changes that their Chinese
peers. All businesses are required to self-assess
the data they collect and their protection of this
data. Anyone processing data above a certain
level of sensitivity must report to their Public
Security Bureau. All data breaches or attempted
breaches must also be reported. Use of Chinese
hardware and China based cloud services is strongly
encouraged as part of protection protocols.

Government inspectors from the Public Security
Bureau will have unrestricted access to data stored
in and passing through corporate servers to ensure
that companies have registered themselves and
implemented protections appropriately. This
oversight of compliance is not theoretical. In Jiangsu
province alone, around eight cases per day have
been processed and 140 enterprises have been
deprived of their business licence over the last two
years.

Blockchain

The government is determined not to fall as far
behind in regulating emerging blockchain based
industries as it did in the early years of the Internet.
The strategy of just launching a business and
begging forgiveness later will not be tolerated.
Regulatory priorities are not to enable unfettered
innovation, rather they are to ensure social stability
and centralized control. The People’s Bank of China
(PBOC) recently announced that it had shut down
over 170 crypto platforms in 2019. Specific priorities
include:
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— Ensure Chinese leadership in Al and loT —an
echo of Made in China 2025 priorities.

— Apply blockchain at scale in supply chain and
quality control to dramatically reduce cost.

— Enhance food and drug safety — a broad
middle-class priority which the government has
struggled with for years.

— Accelerate the shift away from physical money,
to reduce risk in the financial system and direct
money to places that it wants it to go.

— Avoid dependence on the US for any aspect of
blockchain technologies.

President Xi's recent speech on blockchain closed
with two reminders. One to government officials
to get on top of regulating this area, and one to
innovators to focus their innovation on approved
areas. In 2020, the most visible outcome of the
speech will likely be local governments setting up
funds toinvest in local blockchain businesses.

Business in Mainland China

For many industrial businesses, 2019 has been
tough. Profits lower across the board — light and
heavy industry, state-owned and private businesses.
Labor costs rising while ex-factory prices are not.
Access to debt restricted. The gap between high
performers and laggards widened further, with
leaders raising capital expenditures 20 percent plus
over last year as they double down on deploying
robotics, loT, blockchain, and other productivity
enablersin their supply chain. Laggards are edging
closer to bankruptcy.

There are strong signs that we will see more
bankruptciesin 2020. More banks will be allowed

to fail beyond the four shuttered so far in 2019. The
PBOC declared in its 2019 Financial Stability Report



that it had closed 1000 P2P lenders in 2019 and that
they evaluate close to 600 smaller banks (13 percent
of the total) as “risky”. Their solution will have
“Chinese characteristics”: failing banks will almost
all be bailed out through merging with one of China’s
larger banks.

More property companies will find they are
financially extended beyond the level at which
black-market lenders will support them. Industry
consolidation will be the main solution. Investors will
see more dramatic falls in share prices for specific
stressed listed companies in the mainland and Hong
Kong, along the lines of the 90 percent plus falls at
Kasen, ArtGo and Tibet Water in recent weeks. This
is a positive, companies that had been clogging up
their sectors are finally being cleared out. Business
will need to be alert to the financial state of their
customers and suppliers.

High growth sectors in 2020 will be clustered in
consumer facing services, many internet-enabled.
Healthcare, education, travel, and leisure will

all remain strong. Sectors where the Chinese
government actively encourages investment have
been clearly laid out— from semiconductor, to Al and
smart cities, to manufacturing loT, to biotech and
advanced materials. Making money in these sectors
directly in the short term may be tough, but making
money out of supplying to these sectors can be very
attractive.

Hong Kong and business

Hong Kong entered a recession driven by the
downturn in tourists (nearly 1 million fewer travelers
through Hong Kong airport last month with 20
percent fewer arrivals from mainland China) and

by locals pulling back on spending. More than 50
conferences and exhibitions have been postponed
or moved elsewhere. Popular hotels and restaurants
have utilization down below 40 percent, even with
40-60 percent discounts, and are putting staff on
unpaid leave. Retailers from clothing to jewelry have
sales down as much as 50 percent from last year.
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Businesses clustered in industries in and around
the financial markets have been less impacted.
Financial markets have not closed and IPOs are
still happening. But changes are being considered.
While they won’t make overnight changes to a
successful operating model, many are now starting
to think through the what ifs and could act on them
in 2020.

For some multinationals, asking the basic question
of why alarge regional headquartersisin Hong
Kong and why it is of the scale that it is can return
slightly uncomfortable answers. For a good number,
the answer is little more than it has always been like
that — a location decision that was made rationally
20 or 30 years ago had not been challenged since
then. Plus their senior executives like the low tax
rates on offer in Hong Kong.

For China focused businesses, more regional
activity could be undertaken in the mainland,
without material additional cost. Asean and North
Asian businesses may have grown to the scale to
justify their own regional hubs. With mainland visitor
numbers to Hong Kong looking unlikely to recover
soon, luxury brand businesses are questioning just
how many outlets they should retain in Hong Kong.

If clients from the mainland now prefer to meet

in Shenzhen, it is straightforward to upgrade a
Shenzhen office, to accommodate more permanent
staff. Shenzhen or other local governments may
even offer GBA policy incentives to do so.

Looking forward into 2020, business leaders in
Hong Kong face tough organizational challenges
such as sustaining a culture in which mainland and
local staff work effectively, and persuading Hong
Kong staff to continue to take opportunities in the
mainland.

Few corporate leaders in Hong Kong are well
prepared for these fundamental people challenges.
There will likely be public instances where they fall
shortin 2020.



Closing

2020 is the final year in China’s decade long
challenge to double its GDP. The government will
be able to declare success (potentially with a little
support from statistical revisions). US tariffs will
continue to have minor impact on Chinese growth.
Domestic consumption and investment will remain
the key economic drivers, and China will deploy
targeted stimuli to maintain momentum.

Many businesses will find 2020 a challenging,
stressful year in China — more bankruptcies, more
regulation, more unpredictable risks to reputation,
and more selective consumer consumption. Yet
China will only grow in importance to the majority of
global businesses — as a source of global demand,
of innovation, of capital, and of newly emerged world
class competition. In spite of external pressure

to deglobalize, global businesses will evolve their
supply chain, their operating model, and even their
ownership structure if needed to remain relevant in
China.
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