capacity, and increase its global
competitiveness. Although China
has made significant progress in
science and technology over the
past four decades and is leading
in some areas, it is still lagging
behind in many others, while
being on the lower end of the
industrial chain, as well as facing
external constraints in some

key technologies. China should
strengthen independent research
and development by further
opening-up.

Further opening-up would enable
China to attract more innovative
personnel. China should foster its
own talent pool by accelerating
the development of education

and scientific research while

also attracting global talent.
China should encourage foreign
enterprises to set up research
institutes in China and improve its
talent import systems by providing
more convenient services for
foreign professionals such as for
visa, work permits, residency and
the lives of their families to build a
good work and living environment
for them.

In improving business conditions,
China could attract more foreign
investment and prevent foreign
enterprises from leaving China,
as some foreign politicians
threaten to decouple from China
and even block China. China
should shorten the negative list
for foreign investment access,
orderly open the service sector,
encourage foreign investors

to engage in research and
development and allow foreign
enterprises to take part in major
science and technology projects.
China should implement the

Foreign Investment Law, treating
domestic and foreign companies
equally. Increased production and
investment of foreign enterprises
in China will help boost the
country's GDP, create more

jobs and elevate incomes, while
strengthening China's weak links
and cementing its position in the
global industrial chain.

Only through further opening the
economy can China promote
reform and create a vibrant and
competitive market mechanism.
For example, further opening

the financial market is driven

by China's own demand for
developing and perfecting the
financial market. The further
opening-up of the financial
market and easing of access
restrictions will bring in more
global financial institutions which
will lead to fiercer competition in
the domestic market. Higher-level
competition will foster stronger
competitiveness. China can only
integrate into the global financial
system by participating in global
competition. Fiercer competition
will help the country identify areas
in need of reform, improve market
regulation and optimize the
allocation of resources.

Only through further opening the
economy can China optimize the
management and service system
for foreign investment, thus
forging a group of world-class
Chinese multinationals. Chinese
companies need to go global

to tap into resources to grow
stronger.

Only through further opening
the economy can China improve
the international economic

cooperation mechanism and
boost the capacity of participating
in global economic governance.
A growing Chinese economy
has laid a solid foundation for
the country to engage in global
economic governance, but

it should also bolster its soft
power. Especially, China should
improve its capacity in line

with high standard global trade
rules. In this way, China will

be able to counteract the trend
of anti-globalization, sustain
multilateralism and realize the
ideal of building a community with
a shared future for humankind
by implementing and promoting
international cooperation
initiatives such as the Belt and
Road Initiative.

Fan Gang, President of China
Development Institute
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GDP growth hits 4.9% in Q3, with
surging exports

GDP was up 4.9% y/y in Q3, a
rise of 1.7 pps from Q2, but still
1.1 pps lower than in Q3 2019.
Industrial output was up 5.8% y/
y in Q3, up 1.4 pps from Q2, and
up 0.8 pps from Q3 2019.

Investment was up 8.8% yly, up

5 pps from Q2, and up 4.1 pps
from Q3 2019, with investment

in manufacturing rising fastest,

by 9% yly, up 10 pps from Q2.
Retail sales of social consumption
goods were up 0.9% yly, and up
4.8 pps from Q2 -- and their real
growth rate was -0.4% yly.

CPl was up 2.3% yly in Q3, down
0.4 pps from Q2. In particular, CPI
rose only 1.7% yly in September,
an accelerated decrease.
Producer prices fell less. The ex-
factor price index of industrial

goods fell -2.2% yly, up 0.9 pps
from Q2. PPl rose 1.2% m/m. It
fell -2.7% yly, up 1.7 pps from Q2.

The societal financing scale
increased 46% yly, driven by
booming government bond
issuance. The main financial
indicators have stable or slightly
increasing growth rates. At the
end of Q3, M2 was up 10.9%
yly, down 0.3 pps from June.
Household savings rose 13.9%
yly, down 0.4 pps from June. M1
was up 8.1% yly, up 1.7 pps from
June.

Despite the global pandemic,

and the still ongoing U.S.-China
trade war, exports are surging,
and rose 10.2% yly, up 5.7 pps
from Q2, and up 6.3 pps from Q3
2019. The Chinese share of world
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Big change and
China’s economy

At "Global Venture Capital
Conference 2020" held in
Qingdao on 9th May, Prof. Fan
commented on the big change
and China's economic future.

Unlock the door to
opportunity

The remarkable achievements
China has made over the past
four decades in institutional
reform and economic
development is a result of its
opening-up policy and the
development of its export-
oriented economy.

exports also climbed, to 20%,
from 13.1% in 2019, and 12.8%
in 2018. Specifically, exports to
the United States rose 19.2% y/
y. Imports increased 4.3% yly, up
10.1 pps from Q2.

The RMB has been appreciating
against the dollar since June.

On October 26th, the RMB had
appreciated 6.7% compared to its
value at the end of May. However,
the magnitude is still too small to
have sizable impacts on trade.

The export surge can be attributed
to China’s good pandemic control,
and its economy’s high resilience.
Based on these two factors, we
expect exports will remain in good
shape in the near future.
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Big change and China’s
economy

Uncertainties continue to increase
as the pandemic swept the world.
The undetermined probability
made it extremely difficult

to conduct risk assessment,
economic analysis or judgement.
Hence, caution should be
exercised in any analytical

effort towards economic trends.
Countries ought to apply bottom-
line thinking and pay close
attention to how the pandemic
progresses.

With the tendency to becoming a
norm, the pandemic’s side effects
include interruption of supply
chain and the resulting food crisis.
Agricultural production reduced
dramatically as they could not

be transported to the destination
country. On the other hand,
quarantine dictates that labor-
intensive industries, including
food processing factory, halts
operation. Subsequently, global

food supply is greatly affected.

China’s economy is also facing a
lot of uncertainties, especially in
terms of international politics, e.g.
decoupling and desinicization.
Trump administration has been
pressing on Sino-US trade issues,
undermining the development of
Chinese companies.

Although it could be positive while
quarantine ends and the market,
revives, China’s economic growth
would barely reach last year’s
figure. Currently manufacture
industry and infrastructure are
seeing a relatively fast recovery,
with service sector lagged behind.
However, be that as it may, the
bounce back would not be able to
make up for first half’s loss.

In a time that huge changes to
global economy structure are
taking place, new business

adventures are in order.
Industries such as IT, Al, biotech,
pharmaceutics and public health
are currently under the spotlight.
However, two other areas should
be taken a closer look.

First, general consumer goods
industry still has huge potential
in store. GDP per capita of China
reached 10,000 US Dollars

last year. In both theoretical

and practical sense, such
phenomenon indicates that China
is entering the high consumption
stage characterized by higher
proportion of expenditure and
lower proportion of savings to
income.

After a short decline in second
quarter, consumption will bounce
back once quarantine ends. In
addition, the poverty-stricken
areas of China are gradually
embracing a moderately well-

off society and the low-income
groups in rural areas and small
cities are exhibiting larger
capacity for consumption as well.
If and when this trend extends to
the entire population of 1.4 billion,
the potential is enormous.

Second, industrial restructuring.
Not all the manufacturing
enterprises are the right choice
for investors. Many industries
have massive potential, but are
shackled by overcrowdedness
and excessive competition. As
a result, orders are scattered
within the industry, making it
difficult for enterprises to achieve
a scale-based development
and stand out. However, there
are a small number of well-
performing enterprises in

each industry. Given the past

case of overheated economy
and excessive investment,
restructuring is imperative for
most industries. As enterprises
with few orders continue to be
wiped out during this pandemic,

those in good shape will pick up
more orders and become suitable
candidate for investment.

Fan Gang, President of China
Development Institute
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Unlock the door to
opportunity

Only through further
opening-up its economy

can China boost its global
competitiveness

The remarkable achievements
China has made over the past
four decades in institutional reform
and economic development is a
result of its opening-up policy and
the development of its export-
oriented economy.

Opening its economy enabled
China to give its productive forces
full play, and to export labor-
intensive products in exchange
for urgently-needed machines
and technologies. Opening the
domestic market and introducing
foreign investment was crucial

for China to grow its economy. It
allowed China to learn advanced
technology and science from
other countries. Large numbers of
students, scientists and technical
professionals went abroad for
studies and exchanges.

Opening-up also allowed China to
engage in global affairs through
joining international organizations.
China's entry into the World Trade
Organization in 2001 marked

another milestone in its process
of going global.

Today China is witnessing
changes in the global landscape
unprecedented in a century. The
COVID-19 pandemic is having a
huge and far-reaching impact on
the global economy and trade,
bringing more uncertainties

to economic globalization.
Undoubtedly, during the period
of the 14th Five-Year Plan (2021-
25), China will face a more
complex, harsh, and changing
external environment, which will
bring unprecedented challenges

as well as opportunities. To
navigate through the complex and
challenging global environment,
China must further open its
doors and safeguard an open
world economy, thus gaining the
initiative in global competition,
promoting comprehensive
in-depth reform and quality
development, and fostering

a stable and sound global
environment.

With a population of 1.4 billion
people, China has a per capita
GDP of around $10,000,
roughly one-fifth or one-sixth
that of developed nations,

and a large rural labor force

is seeking employment in the
urban economy. China needs to
expand domestic demand and
foster its domestic market while
tapping into the global market and
using global resources to fulfill
its potential in production, and
narrow the gap with developed
nations.

Only through further opening
its economy can China keep
advancing its science and
technology level and research
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