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1. Overview of OBOR 



One-Belt One-Road Initiatives 

• The Belt and Road Initiative refers to  

 

1) the Silk Road Economic Belt and  

2) 21st Century Maritime Silk Road 

 

•  a significant development strategy launched by the Chinese 

government with the intention of promoting economic co-

operation among countries along the proposed Belt and Road 

routes.  

 

2013 Xi’s Kazakstan Visit 

2013 Xi’s Indonesia Visit 



The on-land belt showed three directions:  

1) from China to Central Asia and Russia, then to Europe 

2) via Central Asia and Western Asia to the Persian Gulf and 

Mediterranean Sea 

3) via Southeast Asia and South Asia to the Indian Ocean 

 

The sea road starting from Chinese coastal ports and running through:  

1) the South China Sea to the Indian Ocean and then Europe  

2) extends eastward to the South Pacific. 



Coordination priorities in OBOR 

1. Policy co-ordination (政策溝通) 

 

-To promote intergovernmental cooperation, build a multilevel 

intergovernmental macro policy exchange and communication 

mechanism, expand shared interests, enhance mutual political trust, 

and reach new cooperation consensus.  

 

-To coordinate their economic development strategies and policies, 

work out plans and measures for regional cooperation, negotiate to 

solve cooperation-related issues, and jointly provide policy support for 

the implementation of practical cooperation and large-scale projects. 



Coordination priorities in OBOR 

2. Facilities connectivity (設施聯通) 

 

-To improve the connectivity of their infrastructure construction plans 

and technical standard systems, jointly push forward the construction of 

international trunk passageways, and form an infrastructure network 

connecting all subregions in Asia, and between Asia, Europe and Africa 

step by step.  



Coordination priorities in OBOR 

3. Unimpeded trade (貿易暢通) 

 

-to improve investment and trade facilitation, and remove investment 

and trade barriers for the creation of a sound business environment 

within the region and in all related countries.  

 

-To discuss with countries and regions along the Belt and Road on 

opening free trade areas so as to unleash the potential for expanded 

cooperation. 

 

 



Coordination priorities in OBOR 

4. Financial integration (資金融通) 

 

-To deepen financial cooperation, and make more efforts in 

building a currency stability system, investment and financing 

system and credit information system in Asia.  

 

-To expand the scope and scale of bilateral currency swap 

and settlement and develop the bond market in Asia 

 

-To support the efforts of the OBOR countries issue Renminbi 

bonds in China.  



Coordination priorities in OBOR 

5. People-to-people bonds (民心相通) 

 

•- To carry forward the spirit of friendly cooperation of the Silk Road by 

promoting extensive cultural and academic exchanges, personnel 

exchanges and cooperation, media cooperation, youth and women 

exchanges and volunteer services 



OBOR Countries 

• ASEAN 

• Central Asia 

• India 

• Russia 

• Middle East and African countries 

• EU 



Overview of OBOR countries 

Student Activity:  

 

• Understanding OBOR Countries 

 

• Exercises 1 and 2 

 



Overview of OBOR countries 

Student Activity:  

 

• Multiple choices 

Q1,2 and 4 

 

 



Q1 

Country Population in 2014 (million) 

Singapore 5.5 

India 1,267.4 

Kazakhstan 16.6 

United Arab Emirates 9.4 
Czech Republic 10.7 

China 1,393.8 



Q2 

Country GDP per capita (2011 USD PPP) 
Singapore 76,628 

India 5,497 

Kazakhstan 20,867 

United Arab Emirates 60,868 
Czech Republic 26,660 

China 12,547 



Q4 

Country Human Development Index 

Singapore 0.912 

India 0.609 

Kazakhstan 0.788 

China 0.727 



2. China’s Economic Considerations to 

Launch the OBOR Initiative  



China’s Economic Considerations to 

Launch the OBOR Initiative 

1. Export excess industrial capacity 

 

2. Export markets for consumer goods 

 

3. Balancing regional economic development in China 

 

4. Energy security 

 

5. RMB internationalization 

 



Source: “Overcapacity in China: An Impediment to the Party’s Reform 

Agenda”, European Chamber 

1. Export excess industrial capacity 

 



1. Export excess industrial capacity 

 

• OBOR creates a large demand for railways, 

pipelines, power stations and steel.   

 

• The current steel production capacity in 

countries along OBOR is far from meeting their 

domestic demand.  

 

• China’s overproduced cement companies may 

benefit from expanding to Central Asia.  



2. Export markets for consumer goods 

 

• open up markets for trade and create more 

export markets for consumer goods produced by 

China. 

 

• costs of trade may be lowered following 

improved connectivity and removal of trade 

barriers 



• Class activity: Understanding imbalance 

economic development in China 

3. Balancing regional economic 

development in China 

 



Source: A role for UK Companies in Developing China’s new initiative,  

China-Britain Business Council 

3. Balancing regional economic 

development in China 

 



4. Energy security 

• Class activity: Understanding China’s 

major source of  imported energy  

 



4. Energy security 

• China’s infrastructure investments in energy 

sector can diversify import sources of oil and 

natural gas 



5. RMB Internationalization 

• RMB internationalization is the process of Renminbi 

being increasingly accepted in international trade and 

finally establishing the status of freely convertible 

international currency.  

 

• RMB internationalization brings down the trade costs 

with China, facilitates trade settlement and can avoid the 

risks of using a third-party currency. 

 



Potential Implications of the Initiative on 

OBOR Countries 

• aims to promote economic development of countries 

along OBOR to improve local people’s livelihood:  

 

– more employment opportunities of OBOR countries can also be 

created to stimulate economic growth. 

 

– improve local transport infrastructure and international 

connectivity.  

 

– to meet basic utility needs of people in some underdeveloped 

regions, especially the places with limited or no access to 

electricity, clean water supply and internet.    

 



How to Implement the OBOR Initiative? 

• Infrastructure investment  

 

• Free trade agreement and custom unions  

 

 



1. Infrastructure investment 

What are the infrastructure facilities? 

 

1. Transportation facilities 

• Railway 

• Road 

• Port 

• Airport 

 

2. Information and communication technologies (ICT) 

 

3. Energy 

 

4. Water and sanitation   



1. Infrastructure investment 

ASEAN needs at least $110 billion annually in infrastructure investment through 

to 2025 

It is estimated as follows: 

• Electricity (generation, transmission, distribution) = $ 38 billion 

• Transport (road, rail, ports and airports) = $ 55 billion 

• Telecommunication (ICT) = $ 9.2 billion 

• Water and sanitation = $ 7.8 billion 

 

More than $50 billion – or an annual average of $10 billion – in infrastructure 

projects in five ASEAN Member States are associated with Chinese 

companies. This is about 17% of the region’s annual infrastructure investment 

needs in 2015.  

 

Source:  

ASEAN Investment Report 2015 : Infrastructure Investment and Connectivity 



Transportation infrastructure connecting 

OBOR countries 

圖片來源:香港貿發局 



Examples 

• China National Petroleum Corporation participated in the 

construction of the Sino-Burma oil and gas pipeline, 

which cost around USD 2.5 billion and has started in use 

since early 2015.  

Source: Reuters 



Asian Infrastructure Investment Bank 

 

•a new multilateral development bank (MDB), has been set up to 

address infrastructure needs in Asia.  

 

•focus on the development of infrastructure and other productive 

sectors in Asia, including energy and power, transportation and 

telecommunications, water supply and sanitation… 

 

Silk Road Fund 

 

•The US$40 billion Silk Road Fund has been established to finance the 

Belt and Road Initiative.  

 

 



Overview of OBOR countries 

Student Activity:  

 

• Understanding infrastructure investment in OBOR 

Countries 

 

• Exercises 3 

 



2. Trade Facilitating measures 

A free trade area eliminates tariffs and measures having equivalent 

effect for goods and services traded between the member states. 

 

A customs union is a free trade union with a common policy regarding 

tariffs and measures having equivalent effect. 



2. Trade Facilitating measures 

China current situation 

 

- WTO Member since 2001 

 

Concluded Free Trade Agreements with 

ASEAN*  - Pakistan* 

Chile  - New Zealand 

Singapore*  - Peru 

Costa Rica  - Iceland 

Switzerland  - Korea 

Australia 

  

* OBOR countries 

 

 

 



2. Trade Facilitating measures 

Free Trade Agreements under Negotiation 

Norway*   -  Georgia* 

Sri Lanka*   - Maldives 

China-Japan-Korea FTA 

GCC(Gulf Cooperation Council)* 

Regional Comprehensive Economic Partnership, RCEP* 

ASEAN FTA Upgrade* 

 

Free Trade Agreements under Consideration 

India*    - Columbia 

Moldova*    - Fiji 

Nepal* 

  

* OBOR countries 

 

 

 



Overview of OBOR countries 

Student Activity:  

 

• Understanding free trade and OBOR 

 

• Exercise 6 

 



Potential issues in the OBOR Initiative 

• a lack of funding and limited involvement of private 

sector in some infrastructure investments 

 

• governance structure of investments may be a concern 

as the corporate governance mechanism and 

companies’ regulatory environments 

 

• diplomatic relation between China and OBOR countries 

affects the success and outcome of certain infrastructure 

investments 



Geopolitical risks 

 



Diplomatic relationship with China 

 

Source: CLSA 

diplomatic relation between China and OBOR countries affects the success and 

outcome of certain infrastructure investments 



• geopolitical risk - According to the Economist Intelligence 

Unit, geopolitical risk of certain OBOR countries is very 

high, bringing a gloomy outlook of China’s investments 

there.  

 

• Domestic problem may stall large international projects 

such as labour shortage or dispute, environmental 

concerns of local residents 

 

• Competition with other countries 



Competition with other countries 

Rail battle between China and Japan rushes ahead at high speed 

(Financial Times, 21 December 2015) 

 



Implications on Hong Kong economy 

 



Financial sector in Hong Kong 

• Financial services industry is one of the Four Key 

Industries of Hong Kong.  

 

• Value added of the financial services industry amounted 

to 16.6% of nominal GDP at basic prices, making it the 

second largest industry of Hong Kong  

 

• In 2014, financial services industry employed 6.3% of 

total employment in Hong Kong 



Implications on Hong Kong economy 

- Financial Sector 

Student Activity:  

 

• Understanding financial sector in Hong Kong 

 

• Exercises 1 and 3 

 



Implications on Hong Kong economy 

- Financial Sector 

Student Activity:  

 

• Multiple choices 

 

 



Q1 and 2 



Linkage between Hong Kong and 

mainland China 

• Hong Kong is the largest foreign investment source of 

Mainland China.  

– 44.7%overseas-funded projects approved in Mainland China 

 

• Hong Hong is the key offshore capital-raising centre for 

Chinese enterprises.  

– 951 companies from Mainland China were listed in Hong Kong, 

62.1% of the market total.  

 

• Hong Kong has remained the leading offshore RMB 

business centre 



Implications on Hong Kong economy 

- Financial Sector 

Student Activity:  

 

• Understanding linkage between Hong Kong and 

mainland China in financial sector 

 

• Exercise 2 

 



Roles of Hong Kong in OBOR 

• Hong Kong has multiple channels for raising capital for 

OBOR projects 

 

• Hong Kong can therefore provide multi-dimensional 

offshore RMB business services to enterprises in 

Mainland China participating in OBOR projects 

 

• The Hong Kong Monetary Authority (HKMA) set up the 

Infrastructure Financing Facilitation Office (IFFO) aims to 

promote and facilitate investment and financing in 

infrastructure projects in the countries along OBOR 



Trade and logistics sector  

in Hong Kong 

• In 2014, the trading and logistics accounted for 23.4% of 

total GDP, which was the highest in 4 key industries in 

Hong Kong.  

 

• The employment in the sector was accounted for 20.4% 

of total employment, which was also the highest among 

the 4 key industries in Hong Kong 



Implications on Hong Kong economy 

- Financial Sector 

Student Activity:  

 

• Understanding trading and logistics sector in Hong Kong 

 

• Exercises 1 to 4 

 



Linkage between Hong Kong and 

mainland China 

Rank Total Trade 

  Country/Territory Value (HK$ Mn) Share (%) 

1 The Mainland of China 3,920,564 51.2 

2 USA 553,126 7.2 

3 Japan 383,067 5.0 

4 Taiwan 339,414 4.4 

5 Singapore 304,318 4.0 

(Source: Trade and Industry Department) 

• 59% of re-exports originated from China and 54% of them destined for 

the Mainland China. 



Implications on Hong Kong economy 

- Trading and Logistics Sector 

Student Activity:  

 

• Multiple choices 

 

Q1,2, 7 and 8 

 



Q1 and 2 
Rank Exporters Value 

(Billion) 

World 

Share 

(%) 

Rank Importers Value 

(Billion) 

World 

Share 

(%) 

1 China 2,342 12.3 1 United States 2,413 12.6 

2 United States 1,621 8.5 2 China 1,959 10.3 

3 Germany 1,508 7.9 3 Germany 1,216 6.4 

4 Japan 684 3.6 4 Japan 822 4.3 

5 Netherlands 672 3.5 5 United Kingdom 684 3.6 

6 France 583 3.1 6 France 678 3.5 

7 Korea, Republic of 573 3.0 7 Hong Kong, 

China 

601 3.1 

8 Italy 529 2.8    Retained 

imports 

151 0.8 

9 Hong Kong, China 524 2.8         

   Domestics 

exports 

16 0.1         

    Re-exports 508 2.7         



Q7 and 8 



Roles of Hong Kong in OBOR 

• ASEAN members as a whole was Hong Kong’s second largest 

goods trading partner, even surpassing the European Union.  

 

• In South Asia, if ranked by individual economies, India was Hong 

Kong’s 4th largest goods export market in 2015.  

 

• the values of Hong Kong’s goods trade with other regions were not 

very significant: 0.6% with Central and Eastern Europe, 0.3% with 

Commonwealth of Independent States 

 

• the OBOR Initiative would bring the total trade value with those 

regions involved to more than 2.5 trillion USD in the coming 10 

years. The continuous growth in trading sector will likely bring 

enormous business opportunity to Hong Kong 


