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Chamber News:
China General Chamber of Commerce – U.S.A. Hosts 2015 Finance & Real Estate
Forum
American and Chinese Finance and Real Estate Business Leaders Join CGCC to Discuss Current Market and
Outlook for Future Development
On Tuesday, April 21st, 2015, China General Chamber of Commerce – U.S.A. (CGCC, the nonprofit
organization representing Chinese enterprises in the United States, hosted the 2015 Finance & Real Estate
Forum at Bloomberg L.P. Headquarters.

The event was opened by CGCC Chairman and Bank of China USA President and CEO Chen Xu, and attended
by some of the most prominent business leaders and officers, including Consul General of PRC in New York
Zhang Qiyue, Founder of Bloomberg L.P. and Three-Term Mayor of the City of New York Michael Bloomberg,
Chairman and CEO of Island Capital Andrew Farkas, Founder and Chairman of Vornado Realty Trust Steven
Roth, CEO of Related Companies Jeff T. Blau, President and Founder of Extell Development Company Gary
Barnett, Co-head of Global Real Estate of Goldman Sachs Mike Graziano, Chairman, CEO and Co-Founder of
Blackstone Stephen Schwarzman, CEO of Silverstein Properties Marty Burger, Vice Chairman of CBRE Darcy A.
Stacom, Co-founder of Cindat Capital Management Limited Liu Erhfei, President of Shanghai Cura investment
Co., Ltd Dong Weihai.
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Chamber News:
"I believe today will be another milestone for CGCC’s continuous efforts in supporting real estate
development. I am also convinced that our shared knowledge and information will surely benefit all," said
Chairman Xu in the welcome speech.
Consul General Zhang Qiyue and Mr. Bloomberg delivered
opening remarks at the forum.
"Real estate and finance both depend upon the other, and
together they play a crucial role in the global economy," said
Michael Bloomberg. "As market liberalization continues to
accelerate in China, we are seeing more innovation and new
opportunities across the country. In the years to come,
Bloomberg can play a unique role connecting Chinese
businesses to global networks, markets, and insights. Today's
event is designed to strengthen connections between business leaders in the U.S. and China - to spur greater
investment in both countries."
Two panel discussions were presented at the Forum: U.S. Real Estate Investment Strategies & Finance
Opportunities and New Approaches for Real Estate Investment. The One on One Dialogue with Mr.
Schwarzman was moderated by Bloomberg's Global Chief Economist Michael McDonough.
Special thanks to Bloomberg L.P., Bank of China, Newmark Grubb Knight Frank, Ernst & Young, China Center
New York, and CBRE for making the event such a success.
Source: CGCC
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Member News:
Chinese Auto-Parts Maker May Be Top Buyer of U.S. Real Estate
Wanxiang Group Corp., China’s biggest auto-parts maker, said it may
have become the largest Chinese corporate investor in U.S. real
estate, betting an economic recovery will generate good returns.
The company has invested in more than 60 projects nationwide since
2010 and may buy into more, said Ni Pin, president of Wanxiang’s U.S.
unit. The investments include office towers, shopping centers,
warehouses, homes, medical buildings and student housing, he said.

“We’ve done very few automobile deals in the U.S. in the past four to five years,” Ni said in an interview after
a Committee of 100 conference in New York on April 10. Returns on real estate investments have been “very,
very, very” high, he said, declining to give the exact number.
Chinese developers in recent years have increased investment abroad as the market at home slowed.
Chinese companies invested $5.95 billion in commercial property in the U.S., according to Real Capital
Analytics Inc. That was almost double the amount in 2013, placing China second only to Canada in terms of
U.S. commercial real estate investments.
Wanxiang was the second-biggest Chinese investor by the number of properties held in the U.S., according to
RCA, which tracks transactions of more than $2.5 million.
Wanxiang, based in the eastern Chinese city of Hangzhou, is known for its acquisition of Fisker Automotive
Holdings Inc., the defunct U.S. maker of luxury plug-in cars. Wanxiang’s clients include Mazda and Chrysler. Ni
is the son-in-law of the closely held company’s billionaire founder Lu Guanqiu.
Real estate accounted for more than half of Wanxiang’s total investments in the U.S. in the past five years, Ni
said.
Value Potential
“We can invest in clean energy, auto, real estate or anything, but the key is pegging it well to the economic
cycle,” Ni said. “We will invest more in real estate deals if they have value-creation potential, but some
property types in some U.S. areas are already overheated.”
Commercial real estate prices in the U.S. are 6.9 percent above their 2007 peak, according to Moody’s
Investors Service. The median price of an existing single-family home rose from a year earlier in 86 percent of
175 metropolitan areas measured, the National Association of Realtors said in February.
Wanxiang has made 17 real estate purchases and six disposals in the U.S. since 2010, according to RCA. The
11 net investments from Chicago to Memphis are estimated to be worth about $233 million, according to
RCA.
Source: Bloomberg
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Member News:
AVIC Buys Calif. Aviation Parts Distributor
AVIC International Holding Corp Ltd, a subsidiary of the Aviation Industry Corp of China, has completed the
purchase of Align Aerospace Holding Inc, a Chatsworth, California-based distributor of aerospace fasteners
and other hardware.
AVIC International and Greenbriar Equity Group LLC, a private equity firm and Align's current principal
shareholder, reached an agreement to sell Align to AVIC International Holding (Zhuhai) late last year.
The two sides recently closed the deal after receiving approvals from both the Chinese and US governments.
However, no further details, including the purchase price, were available.
"AVIC will support AVIC International to expand [its] aerospace service portfolio and boost its domestic
supply chain management with the acquisition of Align," said Tan Ruisong, president of AVIC, at a ceremony
April 10 in Los Angeles.

Align Aerospace is a distributor to aerospace original equipment manufacturers (OEMs) and OEM suppliers.
"Align will bring valuable experience in aerospace supply chain management to AVIC International," said Wu
Guangquan, chairman of AVIC International.
"With AVIC International's investment, resources and relationships, we plan to grow Align's relevance with its
current customers in parallel with expanding the business globally, especially in the Chinese market," he said.

"We are truly excited about the opportunity for Align to join with AVIC International," said Andrew Roberts,
CEO of Align. "AVIC International's long-term focus on growth and supporting major commercial aerospace
customers globally are a perfect fit for Align."
AVIC International USA President Zhang Xuming agreed that it's the right time for AVIC to acquire Align.
"AVIC has the need and desire to expand its business globally, and Greenbriar was looking for buyers at a
time when the economy recovers (from the 2008 global financial crisis)," he said.
"We are proud that a company of AVIC International's stature, capabilities and resources will be Align's new
owner and can support the company's future growth and development," Noah Roy, managing partner of
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Member News:
Greenbriar, said in a statement in March.
With the purchase of Align, AVIC International will be able to integrate the distribution teams in the US,
Canada and China's Zhuhai, which is expected to help in aviation hardware purchases, stocking and
distribution for aviation manufacturing and maintenance industries in China and other countries, Zhang said.
In 2011, AVIC acquired US-based aircraft maker Cirrus and US-based Continental Motors, and in 2009,
acquired Future Advanced Composite Components, an offshoot of Austrian ski maker Fischer.
Source: China Daily

Hainan Airlines to Buy 30 Boeing 787-9 Jets, Worth $7.7 Billion by List Price
Hainan Airlines Co Ltd, China's fourth-largest carrier, said on
25 March it plans to order 30 Boeing Co B787-9 jets as it
seeks to expand international routes to tap into growing
demand for overseas travel from China.
The order would be the biggest this year for the jet, worth
$7.7 billion according to list prices. It would also boost the
aircraft maker's 787 program backlog to 855 planes.
China's airline passengers are increasingly looking beyond
the mainland for travel opportunities. In 2014, Chinese
travelers made more than 100 million trips overseas in a year for the first time, up sharply from 8.4 million in
1998, official data show.
Hainan Airlines added two long-haul routes to North America and Western Europe last year and plans major
international expansion this year, Cai Zhiquan, a brand manager told Reuters. On 26 March, it reported net
profit jumped 20 percent in 2014 to 2.59 billion yuan ($417 million).
"We'll be flying from major hubs in China to second- or third-tier cities overseas," said Cai. "At the same time,
we'll also open up more routes from inland Chinese cities to major hub cities elsewhere."

Hainan Airlines will open four long-haul routes in the first half of the year, flying to Rome and San Jose, Cai
said. It will also boost services to Boston and Seattle, adding routes to the cities from Shanghai to existing
services from Beijing.
Cai said details of the Boeing order are still being discussed. Deliveries are scheduled to start before 2021, he
said.
The 787 is Boeing's most advanced plane, with a carbon-composite fuselage and improved fuel efficiency.
The 787-9 is a stretched version introduced last year that seats 280 passengers and has a range of 8,300
nautical miles.
Source: Reuters
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Member News:
CICC Celebrated Its 20th Anniversary in New York
(Beijing, China, April 25, 2015) China International Capital Corporation Limited (“CICC”) celebrated the 20th
Anniversary of its founding and 5th Anniversary of the opening of CICC US at a series of events in New York
City this week. Chairman Xuedong Ding and Chief Executive Officer Mingjian Bi hosted the events.
Founded in Beijing in 1995, CICC is the first joint venture investment bank that has consistently led the
development of the investment banking industry in China over the past two decades, and has built its global
reputation on the strength of its investment banking, securities, research, investment and wealth
management business.

Dr. Henry Kissinger, Ambassador Qiyue Zhang, Former US Secretary of Commerce Mr. Carlos Gutierrez and
other 400 distinguished guests attended the CICC 20th Anniversary Reception on April 21, 2015 at Waldorf
Astoria Hotel in New York.
Chairman Ding highlighted CICC’s achievement in the past 20 years, especially its effort in promoting “leading
Chinese companies especially mega-size enterprises to engage deeper and broader in global capital markets,
serving international investors for their investment in the Chinese markets, and helping China develop and
deepen its own capital markets. Meanwhile, we have actively provided quality professional services to
international institutional investors, best sharing our knowledge of China and practice in China’s capital
markets through our overseas offices. We are proud that we have successfully helped major investors around
the globe better understand China and have positively contributed to further development of China’s capital
markets.”
Dr. Henry Kissinger applauded CICC for its pivotal role in the development of the China’s capital markets over
the past 20 years. He said that when he first went to China, China was a country with great need of capital
for development. He could not imagine the great developments that have occurred in such a short time. He
highlighted how CICC played an important role as a catalyst and intermediary in attracting foreign investment
in China, as well as working with many state owned enterprises in their restructuring and listings as public
companies.
Ambassador Qiyue Zhang congratulated CICC on its achievements in the past 20 years and gave best wishes
to CICC for its further development in international financial community.
At a luncheon hosted by Chairman Ding and attended by the Chairmen and CEOs of some of the world’s
leading financial institutions, including KKR, TPG, JP Morgan and Blackstone, Chairman Ding stressed the
close ties that CICC has developed with these institutions to collaborate on financial solutions to some of the
world’s largest challenges.
As a full service firm, CICC supports its global client base through offices in Mainland China, Hong Kong, New
York, London and Singapore.
Source: CICC
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Member News:
BYD Projects More U.S. Electric-Bus Orders
BYD Co., the Chinese automaker part-owned by Warren Buffett’s Berkshire Hathaway Inc., projected it will
sell as many as 200 electric buses in the U.S. this year after securing its biggest order from a mass-transit
operator.
The company won the contract in the U.S. from the Long Beach Transit Authority, which serves portions of
the Los Angeles metropolitan area, BYD Senior Vice President Stella Li said in a telephone interview. The
authority’s board approved the purchase of an initial 10 electric buses, each costing about $800,000, with
options for its partner agencies to buy as many as 50 more, Li said.

“Today’s order is a fundamental game changer for the industry,” Li said. “We are entering a harvesting stage
in the U.S. and I have high expectation for this market.”
The Long Beach deal marks BYD’s biggest order for electric buses outside its home market since the
Shenzhen-based company opened a bus factory in California a year ago to push into the U.S., Canadian and
Latin American markets. The company has sold more than 5,000 of the electric buses globally, with about 50
of its buses in operation in the U.S.
Shares of BYD surged as much as 10 percent
to HK$52.70 in Hong Kong trading, its highest
intraday level since Oct. 29. They traded at
HK$49.55, up 3.6 percent, as of the midday
break.
BYD aims to sell about 15,000 electric cars to
taxi fleets and about 6,000 electric buses this
year, Hou Yan, the company’s head of sales,
told reporters at the Shanghai auto show last
week.
The company also plans to start taking orders for electric trucks from overseas buyers in the second half of
the year and begin deliveries in 2016, with the U.S. one of the likely first destinations, Li said. The plan is to
manufacture the trucks in U.S. after initially exporting them from China, she said.
BYD said yesterday net income rose to 120.9 million yuan ($19.4 million) in the first quarter from 12 million
yuan a year earlier. Separately, it said in a statement to the Shenzhen stock exchange that the company will
allow 97 employees, including some executives, to invest in BYD through a wealth management product
created by Guolian Securities Co.
Source: Bloomberg Business
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Member News:
Chairman of Waitex Howard Li presents Boao Asia Forum
2015
Mr. Howard Li, chairman of Waitex, vice chair of CGCC, presented the Boao
Forum forAsia Annual Conference 2015 and the Overseas Chinese entrepreneur
and think tank roundtable meeting that was held at Boao, Hainan Province from
March 26 to 29.
In the meeting, Howard Li talked about how Overseas Chinese entrepreneur
play an active role in building the ‘One Belt, One Road’.
Chinese President Xi Jinping met with Howard Li and other Overseas Chinese
entrepreneurs before the meeting.
Source: Waitex

China's Cofco Lays Out Global Agricultural Ambition
State-owned grain trader Cofco of China plans to transform itself into a "global agricultural company" that
helps meet not only its home country's rising food import needs but ships to other destinations around the
world, its chairman said.
China's agricultural imports would rise from about 120m tonnes to
200m tonnes in a decade as its people "consume more meat than
rice" and "more milk than tea," Ning Gaoning said at the FT
Commodities Global Summit on Tuesday.
Mr Ning's comments come as Beijing loosens a long-held goal of selfsufficiency in grain, a legacy of past famines. Cofco recently took a
stake in an agriculture joint venture with Noble Group, and
separately purchased a controlling stake in Dutch agricultural trading
house Nidera to extend its reach into grain exporting regions such as
Europe and South America, reports Gregory Meyer.
He confirmed Cofco's plans to eventually list shares in an initial public offering, saying the company should be
governed by "a global standard." Cofco's ambitions will reshape its relations with traditional agricultural
suppliers such as Cargill, Archer Daniels Midland.
People ask him,"'Are you going to a be a buyer or are your going to be a competitor?" Mr Ning said. "I think
we will cooperate, but sometimes we will compete. But we will compete in a very, very friendly way."
As it expands its reach into grain exporting regions, "we are looking at North America," Mr Ning said. "We
need something there to be a so-called global value chain company."
While Cofco is rising to meet China's food import needs, "it's not going to be a company that only supplies
China. China is only one destination," he said.
Source: FT
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Member News:
Fuyao Glass Raises US$951 Million in Hong Kong IPO
HONG KONG—Fuyao Glass Industry Group Co., a Chinese maker of car windows, has raised US$951 million,
in Hong Kong’s biggest initial public offering this year, a person familiar with the situation saidWednesday.
Fuyao, whose customers include General Motors Co., priced its IPO at the top end of its price range, as
investors poured into a company they said was a market leader in its sector. The company is already listed in
Shanghai and its stock has surged almost 40% this year, outperforming the buoyant Shanghai Composite
Index.
Fuyao sold 439.7 million new shares at 16.80 Hong Kong dollars (US$2.17) each—the top of its HK$14.80 to
HK$16.80 price range, the person said.
The price is a roughly 12% discount to Fuyao’s March 17 Shanghai share price of 15.08 yuan ($2.43), the day
before the glassmaker began order-taking. China’s stock market has been one of the world’s best performers
this year, so its shares tend to trade at a premium to Hong Kong.
Fuyao’s final pricing equates to 12.5 times its forecast 2015 earnings, above the 9.5 times level its smaller
rival, Hong Kong-listed Xinyi Glass Holdings Ltd., is trading at, according to FactSet.
“Investors like Fuyao Glass’s position as the leading automotive glassmaker with a track record of over 20
years, so they are willing to give a premium to buy the stock, ” saidMatthew Kwok, chief strategist at China
Yinsheng Wealth Management Ltd., which didn’t invest in Fuyao Glass.
Fuyao is scheduled to list on March 31.
Earlier this month, broadband operator HKBN Ltd. raised US$750 million in a Hong Kong listing.
While Fuyao and HKBN managed to price their IPOs at the top end of the range bankers had set for them,
fund managers cautioned that not all deals will fly. “We’re not at a stage where investors will rush into every
IPO,” Mr. Kwok said.
Until 2011, Hong Kong was the world’s top venue for IPOs for three years running, but a number of weak
debuts led to a slowing of listings. In the past few weeks, however, Hong Kong has picked up again and
several Chinese securities firms are planning to tap the city’s markets in the hope that investors will use
brokerages as a proxy for China’s stock rally.
GF Securities Co., the fourth-largest brokerage in China, is taking orders from investors for its IPO of as much
as US$3.6 billion in the city. The company is already listed in Shenzhen, one of two mainland Chinese cities
excluding Shanghai that have a stock market. Huatai Securities Co., or HTSC, the country’s fifth-largest
brokerage firm, and Guolian Securities Co., a smaller rival, also plan to list in Hong Kong and raise more than
US$3 billion combined in coming months.
UBS AG and China Merchants Securities (HK) Co. are the lead bankers on the Fuyao’s IPO.
Source: WSJ
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China-U.S. News:
U.S. Looking Forward to AIIB Cooperation: Jacob Lew
BEIJING, March 30 (Xinhua) -- U.S. Treasury Secretary Jacob Lew said on Monday that the United States is
looking forward to cooperating with the Asian Infrastructure Investment Bank (AIIB), as it welcomes and
supports proposals that are helpful to infrastructure construction.
The cooperation can be carried out through the China-U.S. Strategic and Economic Dialog (SED), the World
Bank and the AIIB, and any other mechanisms accepted by the two countries, Lew said in his talks with
Chinese Premier Li Keqiang earlier on Monday, according to Chinese Vice Minister of Finance Zhu Guangyao.
Zhu told Xinhua after the hour-long talks that Lew also welcomes China playing a bigger role in international
economic affairs.
The meeting came ahead of the March 31 deadline for countries to apply to become founding members of
the AIIB, which will aim to support infrastructure projects in Asia.
Source: Xinhua News Agency

China’s Zhu Expects China and U.S. to Exchange Negative List Offers Soon
WASHINGTON (Reuters) – China’s vice finance minister Zhu Guangyao said on Friday he expects China and
the United States to exchange ‘negative list’ offers in the next month or so.
Negative lists, which refer to sectors closed to foreign investment, have been a sticking point in trade
relations between China and the United States. Last month, U.S. Treasury Secretary Jack Lew said it was
“critical” that China’s negative list be short.
Asked during a forum when progress might be made on the negative list issue, Zhu said “I think you can form
the expectation that this month or next month certainly both sides will change.”
Zhu said he would expect “substantial” progress on the issue in September, when China’s President Xi Jinping
meets with U.S. President Barack Obama in Washington, though he added that much hard work remained on
the trade front between the two countries.
Source: Reuters
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China-U.S. News:
Chinese Investment to U.S. Faces Hurdles In Both Countries
With the rapid increase of Chinese investments to the U.S., companies need to be focused not only on
complying with U.S. laws and regulations, but making sure they are taking the right steps with Chinese
authorities.
Along with understanding and navigating the bureaucratic mazes regulating investments in both countries,
companies need to understand the cultural differences in matters including use of attorneys and how to
properly handle compliance problems or questions from regulators.
Investment from China into the U.S. in 2014 totaled $12 billion in completed deals, according to Rhodium
Group, which conducts research to analyze global trends. The firm said the outlook for Chinese investment in
2015 “remains very strong,” with more than $3 billion in deals currently pending. The U.S. and China also are
negotiating abilateral investment treaty that could affect into what sectors Chinese investment to the U.S.
will be allowed, and also could impact U.S. investment into China. An official with the U.S. Department of
State said Tuesday the two sides have made “much progress” on the treaty.
Generally, Chinese companies have to comply with certain registration formalities or to obtain government
approvals when investing overseas, said James Zhang, an associate in the Shanghai office of law firm Haynes
and Boone. Once approvals are obtained—usually from the National Development and Reform Commission
and/or the Ministry of Commerce–the Chinese company needs to apply for registration with the State
Administration of Foreign Exchange, the Chinese governmental watchdog on foreign exchange matters.
State-owned enterprises also must comply with Chinese regulations on disposal of state-owned assets or
funds–in which case another regulator, the Chinese state-owned Assets Supervision and Administration
Commission–will intervene, said Mr. Zhang. If a Chinese company is listed on a stock exchange in mainland
China, additional disclosures and reports may be required.
In addition, China’s recent crackdown on corruption has resulted in changes to anti-bribery regulations, and
these are affecting government reviews of foreign investment opportunities, said Mr. Zhang. “Such anticorruption rules follow a global trend that is gradually taking a more important role in cross-border
investments,” he said.

Despite these efforts, vagueness and unclear rules remain in the legislation on state-owned enterprises’
outbound investment regulation, said Louis Meng, a partner and co-head of Haynes and Boone’s Asia
practice group. There have been transactions where a state-owned enterprise received quick regulatory
approval because the proposed investment was encouraged by the government, but in other cases there
were delays because of inefficient internal reporting and approval processes, he said.
“Compared to state-owned enterprises, a private companies’ deal timelines are generally more predictable
because the governmental formalities applicable to them are relatively more straightforward,” said Mr.
Meng.
Chinese investment into the U.S. and other countries is an important part of the country’s geopolitical
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China-U.S. News:
strategy, and this is leading to a liberalization of regulations governing the outflow of investment funds from
China, said Mike Margolis, a partner at law firm Blank Rome who specializes in Chinese investment into the
U.S. Among the changes are a loosening of rules allowing use of Chinese assets as collateral for U.S. dollar
loans and the expansion of offshore trading of the yuan, he said.
Once a deal is approved, Chinese companies that have missteps in the U.S. tend to do so mainly due to a lack
of understanding of the regulatory and cultural landscape, said Mr. Margolis. In China, what counts as good
preventative planning–developing strong relationships with government ministries that can affect your
business so when a problem occurs those officials can be called upon to help solve it–just doesn’t work in the
U.S., he said.
Another issue is the lack of appreciation for the use of attorneys in the U.S. While stockholder lawsuits are a
fact of life in the U.S., and executives there routinely seek legal advice to plan for such possibilities, in China
the idea a number of law firms could band together to make a major challenge to a public company to seek
financial redress or compel some change in corporate governance is a very foreign idea, said Mr. Margolis.
“Compliance problems for Chinese companies are
double-barreled,” said Mr. Margolis. “Often, they
don’t see them coming, and their instinct for how to
respond is often off target.” When U.S. lawyers are
meeting with Chinese executives they tend to assume
that the Chinese client is prepared to treat them as a
trusted adviser, but that usually is not the case for
how Chinese executives use lawyers in China, said Mr.
Margolis.
“In the U.S., if you ask an executive if they have a
lawyer the answer is, ‘Of course.’ In China, it’s ‘What for? I haven’t done anything wrong.’ So when a Chinese
company reaches out to a U.S. lawyer to address a compliance issue, things can go seriously wrong,” he said.
Both Mr. Margolis and George Wang, counsel for Haynes and Boone, said another hurdle for Chinese
investment in the U.S. is the Committee on Foreign Investment in the United States, an interagency
committee charged with reviewing transactions by foreign investors that may raise U.S. national security
considerations. According to the unclassified annual report to Congress issued by Cfius in February—which
covers notices filed in 2013–China, for the second year in a row, had the most filings, said Mr. Wang.
“For a while, it seemed this power could be wielded to block investments without explanation or oversight,”
said Mr. Margolis. In July 2014, a federal appellate court ruled an investor who has completed a purchase has
a due process right under the U.S. Constitution to review and rebut the evidence on which Cfius relied in
making an order to block an investment. “This new sunlight on the Cfius review process should tend to make
the U.S. more open to broader Chinese investment,” he said.
Although so far it has been uncommon, Chinese companies may face some challenges to comply with certain

14

China General Chamber of Commerce - U.S.A. | Newsletter

2015 Vol. 5

China-U.S. News:
regulatory requirements in both China and the U.S., said Mr. Meng. For example, he said Chinese law
imposes strict restrictions on keeping company archives and contains a broad definition of “state secrecy”
that cannot be disclosed or transferred to foreign jurisdictions.
“When a U.S. regulator requires such a Chinese party to disclose certain corporate information based on U.S.
rules, it may encounter a dilemma depending on the nature of such information,” said Mr. Meng. “As a
general suggestion, a Chinese company will need to prepare its proposed investment project as
comprehensively as possible and seek professional advice from both sides to find a safe middle ground.”
S0ource: WSJ

U.S. economy stumbles in first quarter as weather, low energy prices weigh
(Reuters) - U.S. economic growth nearly stalled in the first quarter as harsh weather dampened consumer
spending and energy companies struggling with low prices slashed spending.
Gross domestic product expanded at an only 0.2 percent annual rate, the Commerce Department said on
Wednesday. That was a big step down from the fourth quarter's 2.2 percent pace and marked the weakest
reading in a year.
A strong dollar and a now-resolved labor dispute at normally busy West Coast ports also slammed growth,
the government said.
While there are signs the economy is pulling out of the soft patch, the lack of a vigorous growth rebound has
convinced investors the U.S. Federal Reserve will wait until late this year to start hiking interest rates.
The recovery is the slowest on record and the economy has yet to experience annual growth in excess of 2.5
percent.
"The U.S. economy has yet to demonstrate the self-sustaining resilience that the Fed wants to see before
raising interest rates," said Diane Swonk, chief economist at Mesirow Financial in Chicago. "A June liftoff is
now off the table, our forecast for a September move holds but even that has become tenuous."
Fed officials at the end of their two-day policy meeting on Wednesday acknowledged the softer growth, but
shrugged it off as "in part reflecting transitory factors."

The dollar hit a nine-week low against a basket of currencies. Prices for U.S. Treasury debt fell in line with a
global bond sell-off, sparked by a poorly received five-year German bond auction. U.S. stocks were trading
lower.
Economists had expected the economy to expand at a 1.0 percent rate. The sharp growth slowdown is
probably not a true reflection of the economy's health, given the role of temporary factors such as the
weather and the ports dispute.
"The extent and depth of the weakness in today's GDP report, sets the U.S. up for another disappointing
though somewhat better GDP report in the second quarter. We are not ready to throw in the towel for the
year," said Scott Anderson, chief economist at Bank of the West in San Francisco.

2015 Vol. 5

China General Chamber of Commerce - U.S.A. | Newsletter

15

China-U.S. News:
HIBERNATING CONSUMERS
The economy has had a jerky recovery from the 2007-2009 financial crisis, with the first quarter marking only
the latest setback. The government did not quantify the impact of the weather, the strong dollar, lower
energy prices and the ports disruptions on growth last quarter.
Economists, however, estimate unusually cold weather in February chopped off as much as half a percentage
point, with the port disruptions shaving off a further 0.3 percentage point.
The weather impact was evident in weakness in consumer spending. Growth in consumer spending, which
accounts for more than two-thirds of U.S. economic activity, slowed to a 1.9 percent rate. That was the
slowest in a year and followed a brisk 4.4 percent pace in the fourth quarter.
The sharp moderation in consumer spending came even though households enjoyed huge savings from a big
drop in gasoline prices. Consumers boosted their savings to $727.8 billion from $603.4 billion in the fourth
quarter, which should provide a tailwind for future consumer spending.
Construction also took a hit, while lower energy prices, which have cut into domestic oil production,
undermined business investment.
Spending on nonresidential structures, which includes oil exploration and well drilling, tumbled at a 23.1
percent rate. That was the fastest pace of decline in four years and the first contraction since the first quarter
of 2013.
The decline was driven by mining
exploration, shafts and wells investment,
which plunged at a 48.7 percent pace.
Nonresidential structures lopped off 0.75
percentage point from growth.
Schlumberger (SLB.N), the world's No. 1 oil
-field services provider, has slashed its
capital spending plans for this year by
about $500 million to $2.5 billion, while
competitor Halliburton (HAL.N) cut its by
about 15 percent to $2.8 billion.
Economists believe the bulk of the
spending cuts were front-loaded into the first quarter, and they expect they will present less of a drag on
growth in the April-June quarter.
"The weakness in business investment in response to the oil price shock may be transitory, but we continue
to have doubts that the next leg of faster investment will kick in if GDP growth, especially consumer demand,
does not improve significantly," said Dana Peterson, an economist at Citigroup in New York.
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The dollar, which gained 4.5 percent against the currencies of the United States' main trade partners in the
first quarter, weighed on trade, as did the West Coast ports dispute. Trade subtracted 1.25 percentage points
from first-quarter growth.
There was a surprise increase in inventory accumulation, which added 0.74 percentage point to GDP growth.
Inventories increased $110.3 billion, the largest gain since the third quarter of 2010 and one that suggests
inventories will weigh on growth in the second quarter.
Source: Reuters

China sustains US cities: Bloomberg

Xu Chen (left), president and CEO of Bank of China USA, with Zhang Qiyue (center), Chinese consul general in New York, and Michael
Bloomberg, former New York City mayor and majority owner of Bloomberg L.P. The three were featured speakers at the 2015 China
General Chamber of Commerce Finance and Real Estate Forum held on Tuesday at the Bloomberg headquarters in New York. Xu is
new president of CGCC. WANG LEI / XINHUA

Former New York City mayor Michael Bloomberg said on Tuesday that Chinese real estate investments in the
city should be viewed positively because they "help create and sustain" cities like the Big Apple.
Chinese companies have invested more than $14 billion in America, most of it going into real estate, which
has created jobs for more than 70,000 Americans.
"In the press these days, we sometimes see fear-mongering and hand-wringing about what these
investments mean for cities like New York. I have a simple answer: These investments help create and sustain
cities like New York," said Bloomberg, also majority owner of financial data and media company Bloomberg
LP, in remarks at Bloomberg headquarters in Manhattan, where the 2015 China General Chamber of
Commerce Finance and Real Estate Forum was held. Bloomberg LP was one of the event's sponsors.
"Our strength has always sprung from our openness to the outside world," he said. "Nearly 40 percent of
New York City's population today was born in another country, outside America. Forty percent."
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Bloomberg cautioned that "it's very easy to say, 'Outsiders take jobs away from people that are citizens,' but
that's not true." History, he said, shows that people coming from outside create "an awful lot more jobs than
they take. That would be true in China just as it is true in the United States."
Bloomberg said that real estate is exactly the kind of sector in which US-China cooperation can benefit both
countries and their economies. He cited the development of One World Trade Center, which had difficulty
attracting tenants and financiers at a time when a recession gave investors pause.
"Critics said that the lack of interest was evidence that the tower should never have been built," Bloomberg
said. "But then, company Vantone signed a long-term lease for five floors to create a place where Chinese
and New York business leaders could meet and discuss business opportunities, which is exactly the kind of
interaction the World Trade Center should foster," he said, referring to Chinese real estate developer
Vantone, established by Chairman Feng Lun.
"Five floors doesn't sound like much in a building of 100-plus floors, but Vantone's investment sent a critically
important signal to the rest of the market, and it showed the confidence that Chinese investors had in the
future of New York City, not to mention the future of downtown New York, where conventional wisdom was
that everybody was going to leave, nobody would want to live, and nobody would want to have a business,"
Bloomberg said.
Since then, the World Trade Center has signed other tenants, one of the highest-profile ones being media
company Condé Nast, which began moving into its downtown location in November last year. The company
signed a lease to occupy 24 floors.
Bloomberg commended the Chinese government's efforts to liberalize its markets, saying that it will lead to
further innovation and more business opportunities.
Zhang Qiyue, Chinese consul general in New York, addressed concerns about China's economy slightly
slowing — "a new normal," she said — adding that this is an indication of the government's pursuit of
improved quality and performance. Officials are "very committed to seeking quality over quantity, efficiency
over speed", she said.
"Even though our economy is going to grow slower, I want to say that this 'slower' is not 'slow.' You have to
remember: It's slower, but it's not slow," she said.
"The new normal is about building a modern, innovative, energy-efficient and consumer-driven economy that
delivers equitable and sustainable growth to the Chinese people," Zhang said. "So slower is actually
leaner, greener, more productive and more efficient. In other words, slower is better."
Source: China Daily USA
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China's 'One Belt, One Road' Strategy
TAIPEI — China's "one belt and one road" initiative could usher in a new era that sees China as the
undisputed geopolitical powerhouse in the region, experts say.
The initiative will establish new routes linking Asia, Europe and Africa. It has two parts — a new "Silk Road
economic belt" linking China to Europe that cuts through mountainous regions
in Central Asia; and the "maritime Silk Road" that links China's port facilities
with the African coast and than pushes up through the Suez Canal into the
MediterraneanSea.

Chinese President Xi Jinping revealed during a speech at the Boao Forum on
March 28 in Hainan, China, that China intends to push forward on the initiative
that many are comparing to the ancient Silk Road.
"The idea of one belt and one road is based mainly on the economy, but has
political and strategic components and implications," said Zhuang Jianzhong,
vice director of Shanghai Jiao Tong University's Center for National Strategy
Studies. "It aims for the joint development, common prosperity and for energy
security, too."
Since improving the region's economy could weaken the root cause of terrorism and help stabilize Central
Asia and the Middle East, Zhuang said the US should be more positive about the initiative as a stabilizing
force for good in the region.
Many experts question how China will establish security for these new routes, since many of them snake
through potentially dangerous areas such as Africa's coast (maritime piracy) and the "wild west" of Central
Asia (Islamic extremism).
The routes will require logistics hubs, communication networks, airports, railway lines, modern highways,
ports and a military component that allows for a rapid response to a crisis. For the military, this means longrange, fixed-wing cargo aircraft, littoral combat ships capable of operating in the narrow and shallow areas of
the Strait of Malacca and Suez Canal, hospital ships, and an enhanced capability to conductMilitary
Operations Other Than War (MOOTW).
The "belt and road" concept is still in the planning stages, said James Holmes, a China naval specialist at the
US Naval War College, and does not have any direct military implications, per se, but "it could help China
ease America out of Asia over the long haul while weaning our allies away from us."
If China wants to create a parallel system in Eurasia and convince others that its system beats America's, it
has to deliver the goods, Holmes said. "Ultimately, once they're hooked, it could demand more from its
partners, by asking them to restrict or refuse US access to their seaports" — and that is where the direct
security and military implications come in. "Xi doesn't cut me in on his plans, but I suspect that's the logic
driving the enterprise."
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Holmes does not believe this is a latter-day Berlin-Baghdad Railway, which was built in the early 1900s to link
Europe with the Ottoman Empire's access to the Arabian Gulf. Unlike that project, this is an "economic
project with indirect diplomatic, security and military implications," he said.
Patrick Cronin, senior adviser and senior director of the Asia-Pacific Security Program at the Center for a New
American Security, said it is "certainly possible to find sinister opportunities behind China's one belt, one
road initiative," but it is still more of a slogan than an operational reality. He suggests it is part of China's soft
power efforts to offset the costs of its reputation incurred by maritime coercion in the South and East China
Seas.
Cronin is also "nonplussed by America's lack of strategic imagination in failing to showcase our own soft
power" in the region.
The China-backed Asian Infrastructure Investment Bank (AIIB) — established in 2013 to assist regional
neighbors in infrastructure development and to help facilitate the creation of facilities to support the "one
belt, one road" initiative — is one example of China's soft power efforts, which helps to counter America's
rebalance-to-Asia policy, Cronin said.
Experts see the creation of the AIIB as a direct challenge to the International Monetary Fund, World Bank and
Asian Development Bank, which China sees as controlled by the US.
"If China wants to compete with the United States for the affections of its neighbors, then supplying them

with tangible benefits is a reasonable way to proceed," Holmes said. "This is an approach rooted in Chinese
tradition: Chinese dynasties commonly provided gifts and material benefits of various types in return for their
political deference to China."
At present, the maritime portion of the plan only needs to be enhanced. The People's Liberation Army (PLA)
Navy has conducted numerous MOOTW in recent years, including anti-piracy patrols in the Gulf of Aden since
2008. Earlier this month the PLA Navy participated in a rescue of citizens trapped in war-torn Yemen. This
follows a similar mission in 2011 to rescue citizens from Libya during its civil war.
Strategic Underpinnings
In 2004, President Hu Jintao issued guidance to the PLA Navy to conduct New Historic Missions (NHM), said
Christopher Sharman, a National Defense University Pacific Command Scholar. One mission included in NHM
is safeguarding national economic development, which was always a Chinese military duty, "but what
brought this concept into the forefront was the 2012 defense white paper that emphasized the safeguarding
of strategic sea lines of communication." What we are seeing now, he said, is China's Navy fulfilling its
strategic guidance — and why the concept of "far seas defense" fits into its evolving maritime strategy.
Sharman said restructuring within the Navy would result in its new 056 Jiangdao corvettes assuming
additional requirements within the First Island Chain so that larger combatants can more regularly deploy to
the far seas and show presence at strategic choke points. This restructuring could result in formation of
another fleet with a primary mandate for far seas missions.
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"I don't think the maritime Silk Road means a dramatic escalation of PLAN assets in the far seas — but I do
see an incremental increase of far seas deployments" of frigates, destroyers and submarines, Sharman said.
As China's navy becomes more adept with these types of missions, "their number will increase."
At the strategic level, it also means the Navy must negotiate "places" not "bases" in the far seas. "They must
negotiate access for routine logistics work in the far seas as it's too challenging to return home and go back
to the far seas," Sharman said. China would continue to reach out to Sri Lanka, East Africa and possibly
Indonesia for assistance, he said.
Sharman — the author of a new National Defense University monograph, "China Moves Out: Stepping Stones
Toward a New Maritime Strategy" — sees China's second aircraft carrier as a platform for supporting this
initiative. Serving as a force multiplier, the diverse mission sets it provides the Navy would enable it to
respond to a myriad of MOOTW issues and demonstrate a military presence in the far seas, he said.
Source: DefenseNews

US 'concerned' by China but not adversary: Pentagon chief
The US is "deeply concerned" by some of China's behaviour but the top world powers do not need to be
adversaries, US Defence Secretary Ashton Carter said today as he prepared to head to Asia for key talks with
regional allies.
Speaking at Arizona State University before a trip aimed at underscoring President Barack Obama's strategic
"rebalance" towards Asia, Carter said the US remained committed to helping maintain peace in the region.
But the Pentagon chief said Washington was troubled by China's activities in the realms of defence spending,
cyber-space and regional territorial spats.
"We and many other countries are deeply concerned about some the activities China is undertaking," Carter
said.
"Its opaque defence budget, its action in cyberspace, and its behaviour in places like the South and East China
seas raise a number of serious questions."
An escalation of tension between the United States and China need not be inevitable, however, Carter said.
"The US and China are not allies but we don't have to be adversaries. A strong constructive US relationship is
essential for global security and prosperity," he said, acknowledging that Sino-US relations would be
"complex" as both nations sought to "compete and cooperate."
Carter noted agreements signed between China and the US last year aimed at building confidence between
the two superpowers and said another pact to prevent "dangerous air-to-air encounters" would be
completed later this year.
"Assuring peace and prosperity and progress across Asia Pacific as China continues to rise will be your
generation's central strategic challenge," Carter told his audience.
The Obama administration's "rebalance," he argued, was "helping create the right incentives and conditions
to encourage China to play by the rules of principled international order."
Carter's trip to Asia is the first of two scheduled in the coming months. He will stop in Tokyo and Seoul before
meeting the head of US Pacific Command in Hawaii on his way back to the US.
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Carter will return to the region in May for the annual Shangri-La security conference in Singapore followed by
a visit to India, which he has worked closely with in the past to bolster defense ties.
Source: Business Standard

The flawed analogy of Chinese QE
WITH China’s central bank injecting cash in the financial system to support growth, commentators have been
quick to dub it the start of Chinese-style quantitative easing. Analogies can be useful for explaining complex
financial matters, but in this instance the comparison is more misleading than helpful. “QE” is a poor
description of the way Chinese monetary policy works. It also overstates the degree of easing the central
bank is undertaking.
Superficial parallels with the QE policies of America, Japan or Europe can be made. Just as central banks in
those countries have bought government bonds and other securities from lenders to expand the money
supply, so is the People’s Bank of China looking to do something similar. According to one report, it will
acquire assets directly from commercial banks, just as the Federal Reserve did in buying mortgage-backed
securities. Another has likened it to Europe’s “long-term refinancing operations”, reporting that the central
bank will lend directly to banks, taking local-government bonds as collateral.
There is no question that China is loosening monetary policy, and that it is doing so on multiple fronts. But
the QE analogy falls down in two ways. First, the use of quantitative tools has long been the norm for China's
monetary policy. The government still sets a money-supply target every year (it is shooting for 12% M2
growth this year) and regulators rely on lending quotas to influence the behaviour of banks. The central bank
also adjusts the required reserve ratio, which determines how much cash is available to banks for lending,
more often than it does interest rates. The biggest unconventional gambit confirmed so far this year is
“pledged supplementary lending” to the China Development Bank, whereby the central bank provides
financing that it is then lent on for infrastructure spending. This, however, is not a new policy. The Chinese
central bank has regularly used similar forms of relending over the past two years. As analysts at Westpac, an
Australian bank, note, China has ratcheted up its easing in recent weeks but has not changed its style.
“China’s monetary policy is predominantly quantitative in nature, so yes, most initiatives it pursues under the
current regime…will be more about quantum than price,” they write.

The second problem with the QE comparison is that it exaggerates the extent of China’s monetary stimulus.
As we explain in this week’s print edition, the loosening is intended in part to replace cash that has left China
rather than to pump extra money into the economy. In the past the central bank relied on foreign-exchange
inflows to generate money-supply growth (to simplify things a bit, it printed a steady stream of yuan to buy
up the dollars entering the country from both trade and investment). Capital flows have reversed over the
past half year, however, leading the central bank to create base money through alternative channels.
China also has no need for QE. The Bank of Japan and the European Central Bank, among others, have turned
to quantitative easing because conventional monetary policies have run out of room. Interest rates in these
economies are close to zero and their central banks have had to come up with new ways to lower funding
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costs and spur banks to make loans. But in China, conventional policy still has plenty of space. Benchmark
one-year interest rates are above 5% and the required-reserve ratio is 18.5%, unusually high for any country.
Why, then, does China bother with relending when across-the-board easing would be more effective in
stimulating the financial sector? The answer lies in the question. Unlike central banks that have turned to
unconventional tools for general easing when all else has failed, China uses its relending for targeted
purposes, hoping to avoid splashing cash all over an economy when debt levels are already too high. “The
PBOC resorts to relending operations because it doesn’t trust financial markets to allocate credit to the areas
that policymakers want it to go, not because it has concerns over banking sector liquidity,” say analysts at
Capital Economics, a consultancy. If the central bank accepts local-government bonds as collateral, its
objective will be to persuade banks to buy the bonds in the first place.

Yet this approach to monetary policy creates its own problems. For an economy that has grown as large and
complex as China, quantitative tools are increasingly anachronistic. They can work when a financial system is
largely closed. But as the capital account opens and bond markets displace banks, it is far more effective for
central banks to focus on the price of credit (ie. interest rates), rather than its volume. Moreover, the
attempt to target lending to deserving recipients speaks to the persistence of central-planning instincts. On
the other hand, China has made plenty of progress over the past few years in freeing up its financial
system and the central bank is, little by little, shifting to a price-based monetary policy. Targeted lending, so
long as limited in size, as it has been so far, helps to cushion an economy that is going through these
structural changes. Easing has always been quantitative in China. The point is to get away from that.
Source: The Economics

Risks of Following the Crowd on Dollar and Yuan
If there is consensus on any single trade these uncertain days, it is that the dollar will continue rising, up 23
per cent since June, albeit with some volatility. Equally, there is agreement that an ascendant dollar will only
aggravate the negative circumstances of emerging markets.
“2015 may turn out to be the year of localised emerging market currency crises,” notes Stephen Jen of SLJ
Macro in London.
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Less alarmingly, JPMorgan economists recently noted: “Many emerging markets are hobbled by some
combination of depressed corporate profitability, excessive private sector leverage, tight financial conditions
and poor governance,” to which add fears of capital outflows.
There is a lot of history on the side of the pessimists. Many emerging market corporates set aside the lessons
of history and borrowed cheap dollars a few years ago, even if they lacked dollar revenues. They assumed
that a rise was improbable — given that one of the points of quantitative easing in the US was precisely to
weaken the dollar.
But now that the US appears to be moving (however reluctantly) to raise rates, while the Bank of Japan and
the European Central Bank continue on the path of aggressive monetary easing, the euro and yen have
dropped against the greenback, as have the currencies of virtually every emerging market.
The notable exception to the general pattern of course is the Chinese renminbi, or yuan, (which is also an
exception to Mr Jen’s generalisation that now is the time to sell four letter currencies). Today, many market
players assume the dollar will strengthen further, the euro and yen will continue to weaken and the Chinese
will inevitably devalue their currency.
But neither the dollar nor the renminbi may fulfil those widespread expectations. Among those who think the
dollar is at its cyclical peak is David Bloom, the chief currency strategist of HSBC, who notes that the dollar is
already up 40 per cent since its 2011 low, a rise that way exceeds its average 20 per cent move against other
currencies.
“We are in the last throes of the US dollar bull party,” he warns. “Time to leave.”
Mr Bloom adds that recent macro data in the US fall short of expectations; that the US government is likely
to resist further appreciation because of its impact on everything from corporate earnings to exports, and
that market positioning suggests the dollar is overbought. Moreover, he points out the pattern is that the
dollar rises on talk of rate hikes but does not move further up when the Fed actually embarks on rate rises.
It is equally probable that the markets are wrong on China looking for a weaker currency.
“China is the great exception,” notes Chen Long of Gave Kal Dragonomics, a research boutique, in a recent
piece entitled “Don’t Bet on a Renminbi Depreciation.” That is partly because Beijing is not pursuing the
conventional Asian mercantilist policy of driving down its currency to support exports in a zero sum game.
Beijing is not pursuing the conventional Asian mercantilist policy of driving down its currency to support
exports in a zero sum game
It is true of course that the growth of debt in China has been massive and that a large part of it is dollar
denominated. Cross-border claims on all Chinese borrowers rose almost 40 per cent from September 2013 to
September 2014. Chinese non-renminbi denominated corporate debt has gone from $270bn in 2008 to
$983bn in 2014, according to data from Morgan Stanley. (Of total debt in China, over a quarter is in US
dollars.)
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That is a constraint, but the main argument against more than a slight depreciation of the currency is not
about the debt, or even about capital outflows, which the government frets about and monitors carefully,
despite its $3.8tn in reserves.
In fact, China is playing a longer and a different game. Unlike most of its competitors it is relying on moving
up the value added curve, developing innovative technology and leading edge research for its competitive
edge. It is moving away from its (and its Asian neighbours’) export-driven manufacturing model and the quick
fix of depreciation. It is also moving toward a more domestic demand-driven economy.
More importantly, it has determined that a stable to gradually appreciating currency is the best approach of
eventually challenging the US dollar’s hegemony as the world’s only reserve currency.
There are lots of question marks about the probability of that happening outside China. But inside, there is a
lot more certainty.
Source: FT
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Business Etiquette in China:
Dining
Top tip: Follow the leader!
Business often gets conducted during meals. As with business meetings, food and seating are determined
by the hosts. The following points should be kept in mind when dining formally with the Chinese:


Beginning to eat: Follow cues from your hosts and start eating when the hosts begin. There will be cold
dishes placed on the table when you are seated; wait to be invited before you dig in.



Keeping pace: At formal banquets and high-end restaurants, serving staff may keep up an almost
constant rotation of dishes. They will also change your plate frequently with a clean one, so as not to
mix dishes and flavours. While at first this may be distracting, accept the rhythm and you will soon
cease to notice it. In order to have a sense of what is coming next, know that the meal will proceed with
meats of various varieties and peak with a fish course, followed by a staple (rice, dumplings, noodles)
and wind down with a sweet or dessert.



Refusing food: The Chinese tend to offer a lot of food, and it is acceptable to refuse food if you have
dietary restrictions or allergies. However, it is a sign of politeness to accept some of everything, and
sample (even a little of) all dishes served. But don’t eat or drink all of something you don’t like, since
this may be taken as a sign that you want more! This is where the rotation of plates can serve to your
advantage: a nod to the wait staff to remove a plate will allow for your preferences to be
accommodated unobtrusively.



Drinking: While local wine can be preferred at banquets, the Chinese more frequently offer strong
distilled alcohol called baijiu or maotai (a very special type of baijiu) for toasts – and there may be many
toasts during a meal. Never drink from the toasting glass except during a toast – and don’t let the size of
the glass fool you as to the power of the contents! The Chinese know that their alcohol is considered
strong for foreigners, and under normal circumstances, they will not push you to drink. Some hosts will
provide drinking yogurt to help protect your stomach, which can be helpful to allay the effects of the
alcohol. Try to avoid drinking baijiu on an empty stomach as you will feel the effects of the alcohol
quickly – it’s a good idea to eat something before the toasts begin. If you cannot or do not drink for
medical or personal reasons, this is respected but you should advise your host or your working level
contact of this at the beginning of the banquet, or even beforehand. It will be noted carefully by your
hosts and arrangements will be made to avoid embarrassing you.



Toasting: Your host will start off the banquet with a toast to your presence / friendship/ cooperation /
getting to know each other / clinching a deal. You may choose to reciprocate, toast for toast, or to wait
until the host, his or her colleague, and one other member of the hosting party has toasted. Typically,
the principal guest is expected to toast a few courses after the host toasts. If you are toasting, your
comments should be warm and sincere, and your toast should not be any longer than your host’s. When
toasting, the Chinese normally say gan bei, which translates to “bottoms up”. Note that drinking is
sometimes expected as proof of a close relationship where partners can reveal their true selves, even in
a business context. While this expectation is slowly changing and may vary by region, it is something to
be aware of. If the group at the banquet is very comfortable with each other, it is also not uncommon to
go around the table toasting each member of the party. Take your cue from your hosts and from your
local contact or interpreter.
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Note: There are great differences in dining and toasting customs among different regions in China.
When in doubt, ask your host. He or she will be very happy to explain them to you and will be
impressed at your interest in and respect for local customs.



Conversation: The banquet is generally a social event in a formal context. Discussion will likely centre
around pleasantries, background information on the region or the company, but it is not a time for
negotiating or challenges. The focus may not be the food per se, but there will be pride in the offerings
provided.



Paying the bill: The host pays. If you are hosting a meal, do not show money in front of your guests.
Either have someone slip out and settle the tab or wait until your guests have left before paying.



Hosting the banquet: It is not common business practice to be expected to host a banquet at the
conclusion of a deal. Certainly if you would like to host a banquet this is your prerogative, but it would
be considered bad form in a business context for the Chinese company to insist you do so or provide
you with the bill at the end of the meal.



Concluding: There is little lingering at banquets. Formal dinners often end suddenly, when the senior
member of the hosting party stands up (quickly followed by staff and subordinates), briefly thanks the
guests for attending, and proceeds to leave the room. This may appear abrupt the first few times you
witness it, but is simply a decisive and useful way to bring the occasion to a close. If there is a dessert /
fruit course, you can expect this to follow fairly shortly before the senior member of the hosting party
departs. Gifts (see below) are usually offered at the conclusion of the banquet, prior to departure.
Source: The Canadian Trade Commissioner Service
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