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Alibaba's Singles' Day: Sales hit new record high
The gross merchandise value on Alibaba's Singles' Day exceeds the combined 3-day US 
spending by almost 3-4x

In USD bn

Source: Bloomberg, Bernstein Research, Company reports, UBS
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Alibaba's Singles' Day: By the numbers
Alibaba's infrastructure showcased reliability under large traffic

Payment: 1.48b payment 
transactions, with the peak volume 
hitting 256k transactions per 
second

Customer service: AI robots 
addressed 95% of customer queries 
during Singles' Day

Global reach: Covered 225 countries 
& regions with 60k international 
brands and merchants

Logistics: Couriers and robots 
expected to deliver an est. 1.5b 
parcels over the next six days
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Technology is part of everyday life
Chinese use online services for – gaming, social media and shopping

Source: Bloomberg, US Census Bureau, METI, South Korea National Statistical Office, UBS estimates
For US, retail sales data is less Motor Vehicle & Parts Dealers, Gasoline Stations, Food Service & Drinking 
Places, and Online Travel
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China's reform program underpins its transition 

Reforms are driving long-term sustainable growth and providing investment opportunities

Enables rural migrants to register 
residential status in cities 
Greater access to services and social 
welfare and increases disposable income

Scrapping one-child policy and allowing 
couples to have two children

5-year plan aimed at providing effective 
and low cost health services

Break up of industries controlled
by state-owned enterprises (SOE) will 
boost private investment

Various schemes to allow greater 
access to China‘s domestic market

Direct beneciaries

 Healthcare providers

 E-commerce 
platforms

 Internet platforms

 Online gaming

 Education providers
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Stabilisation in China

China's real GDP growth and government's growth target, in %, yoy

Source: CEIC, CIO WM, as of 3Q 2017

Please see important disclaimer at the end of the document.

China's growth to moderate but remain above target – government likely to 
stick to a reasonable growth target of above 6% p.a. over the next three years
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Narrowing gap between debt and GDP growth

Source: CEIC, UBS estimates, as of October 2017

5

10

15

20

25

30

35

06 07 08 09 10 11 12 13 14 15 16 17

Non-financial sector debt Nominal GDP

Growth (%)

Q2



9

Deleveraging by industrial companies
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Banks' wealth management products stopped rising 
this year

Source: CEIC, UBS estimates, as of October 2017
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Bank claims on non-bank financial institutions 
decelerated
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China losing market share in apparels
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Also losing market share in transport equipment
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China's rapid wage growth
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RMB's effective exchange rate stronger versus 
trading partners
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China gains market share in non-transport machinery
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... And rising share in electronics
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The Chinese property market
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China – Property market developments

Urban residential housing 
units were nationalized 
and owned by the State

Housing developments 
financed by State 
Budgetary Funding, with 
units built then allocated 
to individual households at 
low rent through their 
work units

Private housing market was 
non-existent

1949

1949

1959
1969

1979
1989

1999
2009

• Constitutional Amendment provided legal 
foundation for development of private housing 
sector

• Gov't still retained ultimate ownership of 
urban lands, but individuals permitted to 
purchase the right of use of land for urban 
residential purposes for up to 70 years

1988

1979

• Trial privatization of 
state-owned residential 
housing units began in 
several costal cities

• Expanded to over 100 
cities, and then the entire 
country

• Emergence of private 
housing market in China

1949 - 1979

• State was the 
monopoly 
provider of 
housing

• 23rd Decree

• Work units no longer allowed to develop 
new residential housing units

• Had to integrate any implicit housing 
benefits into employees' salary

• Households to buy/rent their residential 
housing units in the housing market

1998

1990s

• Govt' issued housing reform 
measures and policies to 
accelerate the development of 
private housing markets

• Work units required to gradually 
terminate direct housing 
allocation 

• 1st private housing 
developer founded 
in Shenzhen

• Mainly targeted 
foreigners or 
employees of non-
SOEs

1980

• Amt. of private housing built as a share of total 
annual flow doubled from 13% in 1986 to 33% in 
1993, stabilized for decades before moving up to 
72% by 2006

• In terms of quantity of space supplied by the private 
market, the annual amt increased 20x from 20m sqm 
to 500m sqm in 2007

1986 - 2006

Source: "Evaluating conditions in major Chinese housing markets" by Jing 
Wu at el., July 2010
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The China residential property market

住宅市场
Residential

(商品房)
Private

经济适用房
Affordable

廉租房
Low rent

(公共住宅)
Public 

公共租赁房
Public lease

限价房
Price Limit  

Source: "Evaluating conditions in major Chinese housing markets" by Jing Wu at el., July 2010

产权年限
Property rights

民用住宅: 70年

工业地产 / 混合使用: 50年

商业地产: 50年

参阅报告末重要免责声明. 图表和情景仅供说明用途，
过往业绩不代表未来表现。
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China: Slowdown in the property market

New housing prices (%, year-on-year and month-on-month)

Source: CIO WM, CEIC, September 2017

Please see important disclaimer at the end of the document.



Belt Road Initiative

‘The Belt and Road’s potential scope for connectivity 
is perhaps unmatched in human history’

Ravi Menon,
Managing Director,

Monetary Authority of Singapore



China’s Belt Road Initiative



Following a civil war, the 
general Julius Caesar 

declared himself dictator 
for life, effectively 

destroying the republic

1 BC – Silk road during the Han & Roman empires

Opening of the Silk Road. 
The first of several Roman 

embassies to China is 
recorded in Chinese 

sources, coming from the 
sea route in AD 166, and a 

second one in AD 284. 

Source: The New Atlas of World History: Global Events At a Glance, John Haywood, UBS

Population: Alexandria (1m)

Rome (800,000) 

Chang'An (450,000) 



650 – Xuanzang’s voyage to India 

In 622 – 27, Emperor Heraclius reformed 
the empire and made Greek its official 
language. The eastern Roman empire is 

known as the Byzantine empire from 
this time on

Xuanzang embarked on a 17-
yr journey to Nalanda, India 
to bring Buddhist scriptures 

to China

Source: The New Atlas of World History: Global Events At a Glance, John Haywood, UBS

Population: Chang 'An (400,000) 

Constantinople (350,000) 

Guangzhou (200,000)



1405 – Zheng He’s seven voyages 

Admiral Zheng He, a Hui Muslim 
eunuch, embarked on 7 voyages 
to spread the Chinese tributary 

system

Source: The New Atlas of World History: Global Events At a Glance, John Haywood, UBS
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Vietnam
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Nanning

Ho Chi Minh
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Nepal
Delhi

Chennai
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Lhasa

Puruk Cahu

Batanjung

China-Myanmar railway (1,920km)
• Kunming-Ruili section (690km) is under 

construction

China-Laos railway (China section 
507km, Laos section 418km):
• CRG started construction of Yuxi-Boten

section in August 2015.
• Phase II construction contracts were 

signed with CRG and Power Construction 
Corporation of China in Sep 2016

• Planned to complete construction in 2020.

Indonesia Jakarta-Bandung  railway (142km)
 The Chinese consortium (organized by CRC, CRG, and  power 

China) and Indonesian consortium formed a JV called KCIC, 
and signed an EPC contract in April 2017.

 The project started construction in 2016, and National 
Development Bank provided US$4.5bn loan to KCIC

Hanoi

Thailand

Beijing

To Mongolia

To East Russia

To Moscow

Vientiane

Cambodia

Kuala 
Lumpur

Thailand Nong Khai-Rayong railway (867km):
• The ground breaking ceremony was launched in 

Dec, 2015. 
• Chinese and Thailand government have formed 

consensus on this railway
• The project will start construction in 2017

Malaysian Kuala Lumpur-Singapore HSR 
(350km): 
• CRC planned to bid for the project in Q417
• The project is planned to start construction 

in 2018 and be completed in 2026

Mumbai

Gemas

Johor Baharu

Karachi 
Gwadar

Islamabad Peshawar

Lahore

Havelian

Pakistan

Sri Lanka

Bangkok

China’s Belt Road Initiative
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China's railway network – Chinese New Year in numbers

Source: New York Times, UBS as of Mar 2014

During Chinese New Year…….

I billion people in transit

258 million train trips 

62,000 flights per week, 1.1 million daily aircraft seats

2.65 million daily trips by public transportation vehicles
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China's railway network  

There seems little doubt, based on experience elsewhere and evidence
collected in China, that most lines, except possibly isolated lines like 
Zhengzhou to Xian and Jiujiang to Nanchang, are covering their
immediate cash costs (rolling stock and infrastructure operations and
maintenance costs). 

The next important financial hurdle for any railway is its ability to

cover its interest payments on debt, and it is likely that some of the

better-performing services (with densities of 10-15 million passengers) 

are already doing that.

Taking the Pulse of China's Emerging Program
High-Speed Rail – The First Three Years

World Bank Office, Beijing. Feb 2012
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Belt Road Initiative: Route to Southeast Asia

To Laos & China

To Malaysia & 
Singapore

Nong Khai

Bangkok

Nakhon RatchasimaAyutthaya

Map Ta Phut

Vientiane

Northeastern region
• 22m or 1/3 of population

• US$2,000 GDP per capita, 
lowest in Thailand

Eastern Economic Corridor
• US$44 billion

• Airport, sea port, railways, tourism & 
other infrastructure expansion

• Chachoengsao, Chon Buri & Rayong

Sino-Thai railway
• 873 km in length; 4 phases

• 10 provinces

• GDP per capita ranges from THB28,700 
(Rayong) to THB2,300 (Udon Thani)



Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance.
Please see important disclaimer at the end of the document.

Key  beneficiaries of the Belt & Road Initiative?

31

• Both Chinese and BRI countries & corporates will benefit

• Contractors, capital equipment suppliers; building materials; 
property developers;  operators of tolls, ports, rail; energy
providers

Source:  UBS
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Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance.
Please see important disclaimer at the end of the document.

• Emerging market infrastructure spending is forecast to rise
from USD3trn to USD5.5trn by 2025

• EM's share of total global infrastructure spending will rise frto
2/3 from 1/2

• Infrastructure growth should outpace an average 5% GDP 
growth forecast for EM over the same period

• BRI investments still at infant stage; China currently has active 
investments in just 20 of these countries.

EM infrastructure:  a USD5.5trn opportunity to 2025



Understanding the Middle Kingdom

"If I were to be harsh about it, I'd say markets do not want 
to understand the Chinese market," 

Kelvin Tay, on CNBC (8 Jan 2016)
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China - the chorus of dispirited prognosticators

Jim Walker 
Economist, Asianomics

"When you have a period of rampant 
economic growth, as China has, there tends to 
be a pretty sharp correction at the end of that

9 August 2006, International Herald Tribune

"They are walking straight into the Japan 
problem [of the 1980s]"

20 October 2007, The Sydney Morning Herald

"Inflation expectations have begun to rise, 
and the government should do something 

significant. Otherwise, the stock and property 
bubbles will get bigger and eventually crash"

11 Sep 2007, New York Times 

"China won't see GDP rise more than 4% in 
2009, and the country's economy may not 

grow at all."
3 Feb 2009, TIME
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Nouriel Roubini
Professor, NYU

"China faces a "meaningful probability" of a 
hard economic landing and the euro zone is 
storing up problems for the future by not 

tackling the debt crisis head on"
13 June 2011, Reuters

China - the chorus of dispirited prognosticators

Martin Wolf
Journalist, FT

How China could yet fail like 
Japan

14 June 2011, Financial Times

"China’s structural imbalance is actually 
rather extreme by historical standards, 

and certainly more so than another 
global creditor, Japan, was in the 1980s"

22 Nov 2010, UBS Investment Research

George Magnus
Senior Economist, UBS
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“‘I was recently in Shanghai and I took their high-speed 

train to Hangzhou,’ referring to the new Maglev line 

that has cut traveling time between the two cities from 

four hours to less than one. 

‘The brand new high-speed train is half-empty and the 

brand new station is three-quarters empty. Parallel to 

that train line, there is also a new highway that looked 

three-quarters empty. Next to the train station is also 

the new local airport of Shanghai and you can fly to 

Hangzhou,’ he said. 

‘There is no rationale for a country at that level of 

economic development to have not just duplication but 

triplication of those infrastructure projects.’”

Nouriel Roubini
Professor, NYU

China - the chorus of dispirited prognosticators

13 June 2011, Reuters
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Wide disparity in the income levels between the cities in China

China is extremely diverse 

RMB GDP per capita (2014)

Tier 1 city

Tier 2 city

Note: Charts and scenarios are for illustrative purposes only and historical performance is no guarantee of future performance
Source: CEIC, UBS WMR as of Feb, 2016 
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Modern history of China: social unrest?  

1839 1898 1901

Boxer 
Rebellion

1912

Overthrow 
of Qing 
Dynasty

1934

Nanjing 
Massacre

Long March

1937

1949
Chinese civil 

war

1957

100 Flowers 
Campaign

1958

1966 1976

Cultural 
Revolution

Death of Mao 
Zedong

1978
Deng 

Xiaoping 
takes over

First Opium 
War

1842

1856

1860

Second 
Opium War

Taiping 
Rebellion

40m
43m

8m

Great Leap 
Forward

1.5m

Dungan 
Revolt

12m
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Food scandals

"The milk was marketed as pure and wholesome, and it looked fine to the 

naked eye. How were the mothers to know they were poisoning their 

babies? They had paid good money for it on the open market. 

It would take thousands of sick children before lawmakers did anything to 

stop it."

"Swindled: The Dark History of Food Fraud from 
Poisoned Candy to Counterfeit Coffee"

Bee Wilson

8,000 children died each year from "swill" milk and it took 50 years before 

New York City cleaned up its Food & Safety Act

New York City, 1858



The 19th National Congress of the Communist Party of China

‘China is much more important to the world right 
now than it was in past party congresses’
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19th NCCPC: The Chinese power structure

Source: The Business Times, UBS, 23, Oct 2017
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19th NCCPC: The Chinese power structure
CHINESE POWER STRUCTURE

PRC GOVERNMENT

National administrative 
structure

CHINESE COMMUNIST PARTY
Ruling political party; legal 
power guaranteed by the 

national Constitution

JUDICIAL LEGISLATIVE EXECUTIVE MILITARY LEGISLATIVE EXECUTIVE

STATE COUNCIL
• Functional center of state power
• Overseen by NPC but decisions 

have de  facto force of law
• Headed by Premier Li Keqiang
• Premier is appointed by the 

President with NPC approval
• Also includes 4 vice premiers, 5 

state councilors, Ministry+ 
Commission heads

• Most members are also high-level 
CPC

PRESIDENT
• Ceremonial office
• Elected by the NPC
• 5-yr term, 2 terms max

XI JINPING

Central Military
Commission (CMC)

• Command and control 
over the People's 
Liberation Army (PLA);

Chairman
XI JINPING

GENERAL
SECRETARY

• Highest ranking official

XI JINPING

POLITBURO
STANDING COMMITTEE

• Top leadership of the CPC, most 
powerful decision-making body 
in the PRC

• 7 members
XI JINPING

SUPREME PEOPLE'S 
COURT

SUPREME PEOPLE'S 
PROCURATORATE

NPC STANDING COMMITTEE
• About 160 members of NPC that 

meet between NPC meetings
• Constitutional authority to modify 

legislation

NATIONAL PEOPLE'S CONGRESS 
(NPC)

• Unicameral legislative body
• In theory, a powerful law-making 

body, but in practice has tended 
to approve all CPC decisions

• Has become a forum for debating 
ideas within CPC/ govt

• Meets for 2 weeks each spring
• About 3000 delegates elected via 

a multi-tiered electoral system

ADVISORY

Technically, there is a state CMC
and a separate party CMC, but they
are identical in membership, with
the control of the PLA centered in
the party; important CMC posts are
held by senior party leaders to
ensure loyalty of the armed forces

Secretariat
• Permanent bureaucracy of the 

CPC
• Manages the work of the 

Politburo and its Standing 
Committee

POLITBURO
• Leaders of the CPC
• 25 members elected by Central 

Committee
• 7-9 members comprise Standing 

Committee

CENTRAL COMMITTEE
• Appoints the most powerful 

people in the CPC
• 204 members, 167 alternates 

that are leading figures of the 
CPC, the state and the army

NATIONAL PARTY CONGRESS
• Party congress with about 2000 

delegates held every 5 yrs in 
which CPC leadership changes 
(Central Committee/Politburo) 
are announced

• In practice, decisions are made 
before the Congress.

CHINESE PEOPLE'S 
POLITICAL CONSULTATIVE 

CONFERENCE (CPPCC)
• Advisory body that has no 
formal legislative role

• Representatives from 
various organizations, as 
well as independents, but 
Communist Party has 
majority of seats

Source: Goldman Sachs, UBS as of Oct 2017



44

Charles Munger on China

"China has grown at a rate that for a country that big is unprecedented in the 

previous history of the world. So that’s a huge development, and it’s enormously 

important to the world. With that many people start getting ahead year after year 

at that kind of a percentage rate it affects the whole world."

Charles Munger, 
Vice- chairman, Berkshire Hathaway

May 15, 2012 (interview with CNBC)
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Charles Munger on China & Singapore 

China & Singapore

"I regard what happened in Singapore as the best example of successful 

governance in the history of the world. To take a handful of people in a malarial 

swamp and turn them into a meritocratic civilization as well as Singapore has is a 

huge achievement. I think China to some extent has copied Singapore. And I think 

they deserve some admiration."

Charles Munger, 
Vice- chairman, Berkshire Hathaway

May 15, 2012 (interview with CNBC)
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Legitimacy of China’s one-party system

• 80% of Chinese are satisfied with the direction of their country

• 80% of the 330,000 Chinese studying in the US say they will return home

• 47% of Europeans view China positively, compared to 49% for the US

Source: Pew research center, US, UBS
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China: Better margin outlook should cushion deceleration
Profit and revenue (% yoy, lhs) of Chinese industrial companies versus PPI inflation 
(%yoy, rhs)

Source: CEIC, CIO WM, October 2017

Please see important disclaimer at the end of the document.
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19th NCCP: The economy matters more than politics

MSCI China total return (USD), in %,  six months before and six months after the China 
Party Congress (CPC)

Source: Thomson Reuters Datastream, CIO WM, September 2017

Please see important disclaimer at the end of the document.
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China in transition creates clear winners & losers
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Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance

HSCEI
+3%

S&P New China
+74%

The New China Index outperformed HSCEI by more than 8% per annum since 2011

Spread between New 
China and HSCEI (RHS)
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Declining correlation in performance across indices
Wide dispersion in performance YTD (May 10, 2017)

Source: Bloomberg, as of May 2017

24%China ADRs; 
35% in IT 

88% of HSCEI are A / 
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banks
Onshore sentiment affected 

by tightening liquidity, 
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high IPO issuance



Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance.
Please see important disclaimer at the end of the document.

Who benefits from BRI? 
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Source:  UBS



Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance.
Please see important disclaimer at the end of the document.

Attractive valuations not factoring in the BRI catalyst

EM infra trading at 7% below
historic discount to EM 

EM infra trading below long
term 22% discount to world
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Source: Thomson Reuters, S&P as of 3 September 2017 Source: Thomson Reuters, S&P as of 3 September 2017
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How will China look like in 50 years?

• As countries reach Western levels of development, do they become more 
like the West, less like the West or a combination of the two? In historical 
terms, we are very, very early in this debate

• Could we be witnessing the birth of multiple and competing modernities?

• Is the West imprisoned in its own assumptions of a modern, developed 
country?

• Western media can't see past the fact that China does not have a 
democratic system

• But China is the product of a history and culture which has little or 
nothing in common with that of the West

• The emergent Chinese model bears witness to a new kind of capitalism 
where the state is hyperactive and omnipresent in a range of different 
ways and forms

Clash of civilizations? 
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Exports of automobiles peaked in early 2010s
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% of MSCI ACWIEquity market capitalisation (US$ tn)

China is under represented in global capital markets

Source: Bloomberg, as of May 2017
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China’s capital markets
China has the world’s 2nd biggest equity market and 3rd largest bonds market

Source: Bloomberg, as of May 2017
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• Prior to 1978, SOEs dominate the 
Chinese economy 
1978年以前，国有企业主导中国经济

• Reform phase I (1978-1994)
改革第一阶段 (1978-1994)

• Reform phase II (1994-2003)
改革第二阶段 (1994-2003)

• Reform phase III (since 2003)
改革第三阶段（2003年以来）
– Formation of State-owned Assets 

Supervision & Administration Commission 

of the State Council (SASACs)

成立国务院国有资产监督管理委员会（国资
委）

Role of State-Owned Enterprises (SOEs)

Source: "Monetary and Fiscal Stimuli,  Ownership Structure and China’s Housing Market" 
by Bernard Yeung et al., July 2010

People of China
人民

National People's Congress
全国人民代表大会

State Council
国务院

Ministries
部委

SASAC
国资委

Local Government
地方政府

Central SOE
央企

Local SOE
地方国企

Subsidiaries or 
Departments
子公司或部门

Local SASAC
地方国资委

Subsidiaries or 
Departments
子公司或部门
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No longer competitive - share of processing exports 
declined
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Charts and scenarios are for illustrative purposes only and historical performance is no guarantee for future performance.
Please see important disclaimer at the end of the document.

BRI - Emerging Market Infrastructure ETF
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Source:  UBS


