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Foreword

Foreword by Michael Thomas QC

Four years ago, when introducing his first book, I reflected on how my son had set aside the cricket 
bat and the trumpet to become an unofficial ambassador cum comprador for trade between China 
and Australia. ‘A wise son maketh a glad father’ wrote Solomon.  

David again honours me with the first word upon this welcome collection of ‘China Bites’,  a pot 
pourri of daily bulletins written during an annus horribilis that we have all survived, though more 
than 2 million in the world did not.  The Rat has much to answer for. 

It will puzzle a librarian trying to classify it. Like a good diarist, David sets out personal thoughts but 
draws on the wisdom of many others on how to get through difficult times. As political attitudes 
towards China harden, he spells out China’s achievements, the huge opportunities there that global 
businesses cannot afford to ignore, and how to go about it. 

There is something here for all to dip into – a torrent of information, the space race, the Big Mac 
index, digitisation, diplomacy, MOUs, the USA under Biden, Hong Kong’s convulsions. Ideal to fill 
a few minutes between meetings or train stations. 



Being born into a middle class British family in 1960, I didn’t realise the significance of Chinese 
animal signs until much later, in 1987, when I moved to Hong Kong and learnt about Chinese 
culture, numbers, symbols, Feng Shui and other superstitious practices. However, looking back, I 
don’t remember anything bad about the Rat years of 1972, 1984 and 1996. The world seemed to 
survive those years without any major disaster and they certainly weren’t significant years for me, 
either good or bad.

My interest in China began in 1989 after my first visit to Beijing and, moving to Australia in 1995 
and working for a few years in the local financial services industry, it wasn’t until the early 2000s, 
when I made regular visits to China, that I found myself looking forward to the Year of the Rat of 
2008, the first time I was fully alert to the possibilities... and the danger!

As a result, the Global Financial Crisis of 2008 was the first time that I realised that living through 
the year of your own animal sign was not necessarily a good thing. In fact, it was extremely 
dangerous. I still don’t know how I survived that terrible year in one piece, but somehow I did.

Introduction

Farewell to the Rat - 11  February, 2021



So I approached this latest Rat year with a 
mixture of hope and also trepidation, and it 
was clear from the start that my worst fears 
were going to be realised. Despite a visit to 
the local Chinese temple last February (see 
picture), and carrying around a special red 
packet with me throughout the year to scare 
away the evil elements, it will go down as 
one of the worst ever Rat years, not just for 
me but for everyone. I know I won’t be the 
only one to be glad it’s finally all over!

Growing up in the suburbs of London as I did in the 1970s, people referred to “The Far East” as 
some faraway place of mystery and wonder. My father used to travel to Hong Kong and Singapore 
to fight legal cases for large shipping firms and returned with exotic presents like batik shirts, silk 
pyjamas and ivory chess sets, conjuring up images of ancient civilisations and cultures, long before 
movies brought the adventures of Indiana Jones and Jackie Chan to our local cinema.

Living on a staple diet of shepherd’s pie and baked beans, and with my mother taking me to watch 
movies starring her favourite actors, Gregory Peck, Robert Redford and Sean Connery, my only 
window into Asian culture was James Bond in ‘You Only Live Twice’ which featured Wanchai girlie 
bars and junks floating across Hong Kong Harbour. Arriving in Hong Kong in my late teens in 1979, 
I was pleasantly surprised to find a highly sophisticated, modern and civilised society where you 
could also play cricket, watch Kung Fu movies and eat amazing Cantonese food. I’ve never been 
the same since.

Now living in Australia, located in the heart of the Asia Pacific region, I am extremely lucky to be 
living at the very centre of the new world order. It’s a shame that I’m not young anymore and am 
unlikely to witness the full transformation that will undoubtedly take place in the next 100 years. 
But I’m seeing the start of it now and, living in a multicultural society, with all of its diversity around 
language, culture, food, family and technological advances, I can already see what the future looks 
like.

Many of my Asian friends worry that Australia is not well equipped to take advantage of its unique 
position as the only “western” country located in the Asian region, for a combination of historical, 

The Far East - 1  February, 2021



cultural and political reasons. I share some of these short term concerns but the future has already 
been written. In a democracy, you end up getting the politicians you deserve. The Government is 
simply a mirror, reflecting the hopes, aspirations and desires of the population, and you only have 
to look around you to know that the future of Australia looks very different to its past. As I look 
back over my own journey to the Far East, I can see that change happens, only slower than you 
sometimes might hope. In the meantime, we all need to look for opportunities to make a difference.



Year of Covid
Chapter 1

I started my New Year in Kuala Lumpur with exciting thoughts about a new decade, my 60th year 
and the Year of the Rat which gave me plenty of reasons to be optimistic. Back in early January, 
I was aware of a new virus which had started to cause havoc in Wuhan but, like many similar 
minor outbreaks in recent years, I initially dismissed it as a short term problem which would soon 
disappear. My son, Toby, who was trekking in Nepal asked me about it and, after dismissing it 
as a minor issue, he admonished me for not taking it seriously enough. He was right of course.

Now we know that the first case of the mystery new virus was identified in the city of Wuhan 
on 12th December 2019, the Huanan Seafood Wholesale Market in Wuhan where the virus is 
believed to have originated was shut down on 1st January 2020 and, after 3 weeks of spread (a 
critical period as it turned out due to the free movement of people in, within and out of China) 
Wuhan was officially locked down on 23rd January with over 500 cases identified. Nevertheless, 
my first message of the new Year of the Rat was relatively cheerful and upbeat which suggests 
that I had not yet fully appreciated the chaos that was about to hit China and the rest of the 
world.



Happy New Year of the Rat - 24  January, 2020

It seems appropriate to kick off China Bites for 2020 with a message of hope, peace and prosperity 
to you all for the Chinese New Year of the Rat, and to send my best wishes for the year ahead.

The Year of Rat is my year (big birthday coming up!) and is the first of all zodiac animals in the cycle 
of 12. According to Chinese mythology, the rat was the first of the animals to cross the river to win 
a race organised by the Jade Emperor, the ruler of all gods, to become the first of the 12 animals in 
the zodiac calendar. As a result, the Rat, Ox, and Tiger are the first three animals of the Zodiac, and 
the Pig (often regarded as the luckiest and most prosperous of the twelve) is last.

According to one of many web sites, those born in the Year of the Rat are said to be “intelligent, 
quick-witted, quick thinking, practical, ambitious and optimistic”.

It is said that your own year is not always a good one for you personally (I recall the Global Financial 
Crisis of 2008, the last Year of the Rat, which was not a good time for me, or anyone!) and that 
you should wear a touch of red every day to repel the bad spirits. You can sleep easily knowing that 
I will be wearing red from tomorrow onwards, so let’s hope for a good year for everyone in 2020! 
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High Speed Contagion - 29  January, 2020

Lockdown - 30  January, 2020

Like everyone, I’m watching the news about the spread of the coronavirus from Wuhan in Hubei 
Province, and following the growing list of other Chinese provinces and countries now impacted, 
and there’s not a lot I can add here, other than to hope that it is quickly brought under control. 

It’s rare these days for a Chinese winter to pass without an outbreak of some kind of bird or swine 
flu, accompanied by the usual travel warnings and fears of contagion outside China, but this one is 
clearly very different. At the time of writing, there have been over 100 deaths (all in China), about 
4,500 people infected (mostly in China, but also in a growing list of other countries) and clearly 
more to come.

Whilst there are many who will criticise China’s response to the crisis, and question their 
transparency and integrity, I am actually very impressed with the speed in which the Central 
Government locked down the city of Wuhan (population 11 million) and 13 nearby cities, 
despite the obvious impact on the millions of travellers over the Chinese New Year period, the 
rapid construction of the new Huoshenshan Hospital with up to 1,000 beds (the first unit of 
the hospital was constructed within 16 hours!) and the nationwide commitment to containing 
the spread of the disease, including extending the official Lunar New Year holiday period to 2nd 
February (9th February in Shanghai). But there’s still much more to be done.

In the meantime, the economic and social impact of the spread of the virus is hard to predict, 
particularly with many parts of the world currently on holiday for Chinese New Year. The Chinese 
economy will take a hit for a time, and travel and tourism is being severely impacted in China and 
elsewhere, especially in Australia where the Chinese inbound market has a huge impact on the 
economy, especially in tourism, education and retail.

Whichever calendar you follow, it’s not the start of the year we all hoped for.

I was drawn to this eye witness account from an Aussie guy stuck in Ezhou, in the east of the 
Hubei province of China, which is in lockdown. Wearing two masks and riding a bicycle around 
the deserted streets to pass the time, Tim McLean’s comments are enlightening: “It didn’t really 
occur to me how stuck I actually was. But after a few days I thought about it and realised we really



can’t go anywhere. We were one of the first three cities to be shut, so we didn’t have a great deal 
of warning.”

I’m hearing similar stories from friends and colleagues all over China. They are all in lockdown. 
Stuck at home, avoiding public places, wearing masks, worrying about how long food supplies can 
last and passing the time by reading all the rumours, gossip and frenzied speculation on Wechat. 
It must be a tough existence with no obvious end in sight.

Spare a thought for the poor people living 
through this nightmare in China. It’s easy to 
get caught up in our own local issues, and 
inconveniences, but it will be a few weeks 
yet before life in China will return to anything 
close to ‘normal’.

Counting the Cost - 4  February, 2020

It’s hard to find any news or commentary relating to China and the rest of the world without 
becoming overwhelmed by the minute-by-minute media updates on the spread of the Coronavirus 
which dominates the global news and weighs heavily over everything else. Even the US 
impeachment trial and Brexit, which would in normal circumstances have monopolised the 
headlines, have been swept away by the drama unfolding in Wuhan, China and throughout the 
rest of the world.

The impact on tourism, retail, entertainment and other services is hard to estimate at this stage but 
is likely to run into many billions of dollars. The Lunar New Year period is normally a massive boost 
for the services sector around the world and the downturn this year is going to come as a massive 
shock to all Governments at some stage, not only in China. According to Caixin, “for four straight 
days, daily passenger traffic on China’s railways was down more than 70% from the same period 
during the Lunar New Year in 2019, and 40 airlines in 29 countries and regions have suspended 
flights to the Chinese mainland”. With China being such a vast economy these days, compared 
to the last major health scare (SARS in 2003), the global economic impact of this health scare is 
going to be brutal.

Any country which has seriously believed that they can continue to prosper economically without 
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Dialing down the Hysteria - 6  February, 2020

I don’t know whether I’m the only one thinking this but we seem to live in a world where every 
item of news is amplified by at least 100 times more than it used to be. It’s hard to explain why 
exactly, but I’m sure it’s got a lot to do with the popularity of social media, the need for traditional 
media outlets to compete to retain their readers, and/or the twitter feed of the US President which 
means that every “thought bubble”, “fake news” or even “real news” sets up a frenzy of rumours, 
conflicting stories and wild predictions.

The Coronavirus is a case in point. An article in “Psychology Today” caught my eye because it 
sums up the way I’m feeling. The heading says it all: “The Chinese Coronavirus Is Not the Zombie 
Apocalypse - It’s time to take a deep breath and dial down the hysteria”. And the article makes the 
point that “it’s important to put the risk into perspective. The Coronavirus does not appear any 
worse than the annual flu. The key difference is that there is no vaccine, and one will likely take 
months to develop. It sounds even more daunting and sinister because it’s new, mysterious, and 
originates from a foreign country”. 

The article goes on to report on the actual number of influenza deaths in the US (“each year tens 
of thousands of Americans die from the influenza virus”) and concludes “there is a real danger that 
social media will spread fear and confusion. Its tentacles can reach every corner of the globe in the 
blink of an eye. We live in a ‘global village’. Unfortunately, the new Information Age is rife with 
misinformation, disinformation, rumours, fake news, political agendas, conspiracy theories, deep 
fakes, and photoshopped images that can spread panic faster than any virus”.

What’s worse? The contagion caused by social media? or the virus itself?

China is going to have this assumption severely tested in the coming months when they start 
counting the cost of the disruption to their tourism, retail, education and other service industries. 
Might be time to show a bit more sympathy and actively work with the Chinese Government to 
fight the virus and help get the borders open again? 
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At the end of a long and difficult week of bad news, rumours, gossip and hysteria, please can I 
encourage you to reach out to your friends, business partners and connections in China and wish 
them good health, safety and your hopes for them and their families during this difficult time?

With all the tough talk of border control, quarantine rules and finger-pointing, it’s easy to forget that 
people like us in China are stuck in their homes, fearing the worst, with no end in sight, worrying 
about their businesses, suffering financial losses and wondering if anything will ever be the same 
again. There is a human side to all of this. At this time of year, they would normally be celebrating 
the Lunar New Year holiday with family and friends, eating, cooking, drinking, shopping, travelling 
and celebrating. 

The Chinese will remember who their friends were during this difficult time. As we would if the 
roles were reversed. This would be a good time to show some personal empathy and support, and 
remember that we live in a global village, we’re all connected and we count on eachother for support 
during tough, aswell as good, times

Containment - 11  February, 2020

This is going to be a crucial week for China and the rest of the world as we watch for early signs 
of a slowing in the pace of new infections from the Coronavirus and we start to breathe more 
easily, literally! In the meantime, many cities, provinces and workplaces have extended their 
lockdown for at least one more week (until 17 February) and, whilst the current death toll of 
813 now exceeds SARS (which resulted in 774 deaths) the implied mortality rate at around 2% 
remains considerably lower.

Whilst it’s become unfashionable to praise the Chinese Government for 
their response to this outbreak, you have to admit that, by containing 
the virus within China (almost 99% of the reported cases are in China, 
with 62.5% of those Chinese cases in the vicinity of Wuhan) they have 
done an amazing job in keeping the virus within their own borders? 
Particularly over Chinese New Year, the absolute worst time for this to 
have happened. How many other countries would have been able to do 
anything like this?

Empathy - 7  February, 2020
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The Infodemic - 26  February, 2020

I heard the comment this week, referring to the coronavirus, that “the Infodemic is worse 
than the Pandemic” and I know exactly what this means! According to the Collins dictionary, 
“Infodemic” means “An excessive amount of information concerning a problem such that the 
solution is made more difficult” and, without wishing to belittle the major health risks associated 
with the potential global spread of COVID-19, we are living through a period of extreme 
‘information overload’ and it’s hard to work out what’s really happening.

From what I can see, by trying to isolate the facts from the current speculation and anxiety:

It seems that everyone is now an expert on global pandemics, with news reports, commentary and

Six Chinese provinces have lowered their emergency response levels and many workers 
are returning to work across the country. The number of new infections are falling and 
China appears to have been successful so far in containing the virus within its own 
borders (98% of all infected people are still located within China).

Nearly 90% of the Fortune 500 companies in Shanghai have resumed work. Among 
Shanghai’s 679 key foreign companies monitored, 93% of the regional headquarters of 
multinational companies, 87% of foreign research and development centers and 90% of 
service industry companies have returned to normal work.

The big concern now is the number of new infections being reported in other countries, 
particularly in South Korea, Italy and Iran. The WHO chief has said that, whilst this is 
“deeply concerning”, he added “for the moment we are not witnessing the uncontained 
global spread of this virus and we are not witnessing large scale severe disease or deaths”. 
Let’s hope this doesn’t get any worse.

Anyway, it was recently pointed out to me that China has never before been the trigger for a global 
economic recession, certainly not in living memory, and so the coming weeks and months will 
be a massive test of China’s Government as they respond to the crisis and provide the necessary 
stimulus and liquidity to get their economy moving again. But that will have to come later. 

As many of my Chinese friends have said to me over many years, “don’t ever under-estimate 
China!”
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predictions (both wild and sensible) spreading like wildfire. With many people confined to their 
homes, in quarantine or waiting for something to happen, it seems that “infodemics” have become 
the ‘new normal’. Will life ever be the same again?

Lessons from those who have already been through it - 24  March, 2020

Over the last week or so I’ve received a mountain of feedback from friends, colleagues, clients 
and business leaders in China about what they’ve learnt about themselves, their teams and their 
companies over the past 8 weeks, while they’ve been in lockdown. You’ll have seen some of 
their more personal observations in my daily China Bites, but I’m also interested in the business 
lessons which are very relevant to us right now as we contemplate our own period of lockdown. 
In particular, the answers to the question “what have you learnt now which you wished you’d 
known from the start?” are particularly valuable.

To help make sense of all the responses, I’ve organised all the information received into five key 
areas:

Start with yourself – you need to be centred and in a state of calm, and ready to react 
based on evidence and data. Work on this first. Confidence and courage demonstrated 
by leaders is crucial in a crisis, so you must be able to push fear aside and get focused.
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Most people believe that, when the current crisis is over, there will be a huge rebound. Now is the 
time to pause, assess, anticipate and act decisively so that you’re ready for this. 

I hope the above provides some ideas and direction to help you get started. I’ll be sharing more 
relevant stories and lessons from those who have already been through it and are starting to plan 
for the future. In addition to helping us get through this, it will give us some clues as to when we 
can expect China’s economy to recover.

Focus on your people – don’t assume that they all think and react like you. Show 
compassion, have empathy, and put support in place for them when they need it. Let 
them know that you care and that you’re all in the same boat.

Communicate effectively – think carefully before you communicate, whether verbally or 
in writing. Everything you say will have an impact, positively or negatively, so get it right 
every time.

Channel nervous energy into productivity – be goal focused not activity orientated. Be 
flexible and allow your team to work around their own personal challenges. Focus on the 
results not the process. Let go and trust your people to deliver.

Get creative – don’t waste this opportunity to drive significant change through your 
organisation. Don’t set yourself too many limits. Be open, listen to all suggestions, 
optimise and keep on improving during the process. Learn by doing.

No need to panic - 18  March, 2020

From Kath Naday in Beijing:

“To people in the rest of the world. I’m sorry that the virus has spread to you, but there is no need
to panic. We in Beijing are in week 7 of this thing already. We didn’t run out of food, or toilet paper! 
After initial shortages of hand sanitiser, disinfectant, there is plenty now. Perhaps you might not be 
able to get that exact thing you want right now, but there are many other things. I don’t recommend 
you stop going out, it’s not healthy either. Luckily, many of you live in places close to nature, parks 
or water. Don’t all rush there at the same time! 
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You can do things to minimise the risk, such as being 
careful what you touch in communal areas. Gloves are 
good. Personally, I don’t think masks are effective, they 
should be left to professional health care workers who 
need them. If you are worried, then stay close to home. 
Don’t forget to ask your neighbours if they need help with 
shopping (maybe they don’t know how to order online), 
prescriptions etc. Don’t hoard all the stuff! Finally, don’t 
abandon your pets! They can’t give you coronavirus. In 
fact, if you live alone, like me, adopt a pet. You’ll have 
someone to talk to, but they can’t talk back. Perfect.

Also, support your local businesses, if you can. Many here will have to fold - all the small stores 
are closed. Anything where you need close contact - hairdressers, barbers, nail salon, spa, 
clothing boutiques. Cinemas, theaters, gyms, swimming pools. DIY - there are no repairs, no 
home decoration, no home sales, no car sales. But big stores are opening. Ikea is back! Finally, 
be nice to the delivery guys”.

Focus on your People - 25  March, 2020

From the Head of a multi-national reinsurance company in Beijing who has been running her team 
from home for the past 7 weeks:

My advice is take this opportunity to build stronger personal relationships with staff and clients:

People are usually more vulnerable during a crisis, so this is actually a great opportunity 
to build personal relationships instead of just professional ones

Stay connected with your staff as well as your clients, to let them know that you care and 
are in the same boat with them

Maybe one thing I would do differently if I knew then what I know now: I probably 
should have been a little bit more sensitive with my staff. Although I wasn’t too 
concerned about the virus itself, it doesn’t mean others aren’t.
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Creativity and Confidence - 19  March, 2020

From my old friend, Dr Xisu Wang in Beijing:

“In Beijing we are following the Government’s 
advice and have stayed at home, though we 
don’t think things are that bad. We believe 
that the Government is working for the good 
of the whole nation so nobody should break 
the rules. People are extremely confident and 
have not showed visible signs of panic.

Life is made easier by the latest technology. We spend more time on WeChat and communicate 
more with old friends. Kids are permitted more time playing online games.  Online education 
courses offerings are numerous and most of them are free. A good time to learn new skills and 
explore new areas of interest.  

Some interesting observations:  

People have improved their cooking skills

Husbands and wives have improved their relations as they do things and talk together 
as never before

People are becoming creative. Many are making their own home videos poking fun at 
themselves and posting them on the internet. We have watched dozens, many of them 
meeting a high professional standard

Some businesses have found new opportunities in the crisis. Some heavy industrial 
companies have developed new capabilities to design and develop fever testing devices, 
disinfectants, sanitisers, facial masks and protective gear. Some have developed robots to 
reduce the risks for medical staff by helping sick patients with basic needs. IT companies 
are using big-data to track movements of the infected.

It is difficult to get business back to normal. The local Government of a tourist district in Nanjing 
is troubled by the slow recovery and has urged Government officials and CPC members to take the 
lead in helping small businesses by encouraging people to eat in local restaurants. They’ve even 
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suggested imposing a minimum spend of 100 yuan per person per day (this story sounds likely, 
but not verified)”.

Learn by Doing - 26  March, 2020

From my old friend, Mandy Zhang, Operations Manager for The Leadership Group in Beijing (in 
lockdown at home since 29th January 2020):

1. Be calm and positive. This is the time for you to show leadership, starting with yourself, then 
you can lead your team. Don’t over-emphasise what we CAN’T do now. Think more and talk more 
about what we CAN do now. 

2. It’s a good time to be creative, to show your courage and to accept the inevitable changes you’re 
grappling with.

3. Don’t set yourself too many limits. Be open, listen to all kinds of suggestions, then optimise, start 
to try, and keep on improving during the process. Learn by doing. Maybe you will find a new and 
more effective way of working when the virus passes.

4. Keep communicating with your team. This is very important, especially when you’re working 
virtually. We are not fighting this alone. We can help others, and also get help from others, to get 
through this difficult time together. We can do the same with our clients.

Everyone doing their  Best - 24  March, 2020

From Renee Hodgkinson in Beijing (in lockdown at home since 28th January 2020):

Work – with working from home, a new agreed upon routine and structure (with your partner) 
helps with the transition. Have set start times for work, a quiet place to work and (if possible) 
shared children care so that both partners can meet their responsibilities. 

Family – find new and creative ways to teach the children, who may be out of school. Treat yourself 
to fun things like bubble baths, new recipes, learning on-line, redecorating, ‘Spring cleaning’, getting 
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Spending more time at home with family is good - 20  March, 2020

on projects that you never had time for. 

Balance – understand what you need to keep balanced. Time for meditation, walks alone, at-home 
exercises routines, and stocking up to ensure that there’s no ‘supplies-stress’. 

Patience – you are not in this alone, and even though we are not sure how long this will carry on, 
everyone is doing their best.

From my friend, Michael Wadley, an Australian lawyer based in Shanghai:

1. We will get through it and will survive. It’s a key point made by most of the sensible commentators 
in public forums, especially as they sign off.

2. Clear simple and consistent messaging is more important than anything else, other than the 
medical items. Even dire news delivered in a clear manner is more calming than obfuscation.

3. If a Government is going to issue an edict drastically shutting down an airport(s) or something 
similar, this should be communicated in advance to key stakeholders, or at least make sure the 
resources are in place to cope with the consequences - overnight decisions about American airport 
travel and limiting airports is a good example.

4. In my humble opinion, a total shut down (i.e. no public gatherings, including bars and 
restaurants) is not a bad thing. The sooner you do it the sooner you come out of it, and it’s 
only for 2 to 4 weeks.

5. A lot will be learned and developed as a consequence of this. Some of the commentary around 
online schooling and other online services, all of which were technically available but not really 
used fully, will become stronger for this.

8. There will be some new business ideas that will come out of it, and some possibly social changes.

9. The Federal model only works best when the Federal and State and City organisations work 
together.
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10. Spending more time at home with family is good!

All around the world, western political leaders are trying to find the right balance between 
‘authoritarianism’ and ‘totalitarianism’ (which is probably what everyone needs right now!) 
and yet fulfil their obligations to a free press and an individualistic society who prefer to make 
their own choices when it comes to exerting their personal rights, freedoms, movement and 
expression. No greater is this challenge than in India which, as stated by Bloomberg, has to 
achieve “something that has never been tried before: 1.3 billion people – a fifth of the globe’s 
population – locked down in one place for 21 straight days”.

In the article on “How India Plans to Lock Down 1.3 Billion People in a Democracy”, Bloomberg 
contrasts India with China which was “able to quickly mobilise all levels of government once it 
acknowledged the threat. More than 2,000 migrant workers built two new hospitals, with 2,600 
beds in total, in just 10 days. Stadiums, offices and hotels were converted into isolation units. 
China then flew in thousands of doctors into Hubei to treat the sick, while barricading residents 
indoors to prevent the spread. Mobile-phone carriers complied with government requests to track 
movements of people who had been in Wuhan and office buildings used facial recognition and 
automatic temperature gauges to monitor suspected cases”.

A Big Test for Democracy - 6  April, 2020

This is indeed a big test for democracy. Let’s hope they succeed.

Whilst India had the advantage of an advanced 
warning, their greatest challenge is to comply 
with the extra checks and balances that apply 
in a large and vibrant democracy. As Bloomberg 
says “although Modi won the biggest political 
mandate in decades, India’s federalist system 
means he must work with powerful state leaders 
to implement his orders. The country’s vibrant 
democracy, with a diverse ethnic makeup, also 
has few of the advanced technologies that the 
Communist Party deploys to keep troublemakers 
in line”. 

14    Year of Covid Chapter 1



It’s a tough time to be the leader of a western democracy. Having been elected by being friendly, 
popular and generous, which involved making promises of handouts and a better future, combined 
with headline-grabbing slogans (e.g. “Make America Great Again”) they now find themselves 
communicating increasingly bad news, imposing strict controls on personal freedoms, and 
working all hours to manage the crisis, whilst trying to stay healthy themselves and get 
re-elected. Meanwhile, the rest of us are debating how to fit a trip to the shops within the 
definition of “essential travel” and, like children who are only 1 hour into a 5 hour car journey, 
asking “are we there yet?!”

China didn’t have this problem in January, and they still don’t have it today. As a “collective society”,
Chinese people are born with the need to prioritise the good of society over the welfare of the 
individual, and (with only a few exceptions) they followed orders from their leaders on the basis 
that it was in everyone’s best interests. I was speaking to some of my friends in China earlier today 
and they are now in their twelfth week of lockdown. We’re only into our third week (after a very 
pleasant long Easter weekend) and it seems that many aren’t coping well at all.

China and the Asian region will come out of this crisis in a relatively strong position because of 
this collective responsibility. It helps that they respect hierarchy, including their Government and 
political leaders, and are willing to sacrifice their personal freedoms for the benefit of society as a 
whole. Western leaders have, on many occasions, complained about the lack of human rights in 
China and the power of the State. They won’t be worrying about that now! 

Collective v Individualistic - 16  April, 2020

Amongst all the noise, commentary, webinars and news bulletins, one thing we can be pretty sure 
about is that nobody has any idea how this is all going to turn out. It’s a lot easier to explain the 
current situation, and how we got here, than make predictions about the future, particularly if you 
value your reputation as a reliable forecaster.

I always enjoy the weekly “Seven Day in China” review by the China Economic Review which used 
to be light and humorous but, in recent times, has taken on a much more serious tone. Last Friday, 
under the heading “Feeling for the Future”, it said “which economy is suffering more? Or to put it 
another way, where will be the US dollar this time next year compared to other currencies? There 

What the hell happened? - 28  April, 2020
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are people who say weaker. Our view would be stronger, flight to safety being the core issue. One 
smart guy we know said that as the US-China confrontation worsens, China for sure is going to sell 
off much of its US treasury bill holdings. Another smart guy said: they can’t do it to any meaningful 
extent because there is nowhere else to put that amount of the money”. It seems that even smart 
people have widely differing predictions, suggesting that you should be cautious about listening to 
anyone right now.

But I particularly like their last comment “we could list out all the related issues that are ricocheting 
around the world, but it’s not necessary to do so. There is just this sense of a tsunami of change 
bearing down, at the back of which is that question of what the hell happened here?”

In my lifetime, there’s been one human achievement which, in my opinion, stands out above all 
others, and that was the Apollo program to land a man on the moon in July 1969.

Some of the factors that made this possible were:

Human Progress - 29  April, 2020

A respected, young and ambitious US President who set an audacious goal with a time 
limit: “I believe that this nation should commit itself to achieving the goal, before this 
decade is out, of landing a man on the moon and returning him safely to the Earth”. 
President John F Kennedy, May 25, 1961

Bipartisan support for the project from the US Government which authorised NASA to 
spend US$28 billion developing the rockets, spacecraft and ground systems needed for 
the Apollo program over the period from 1961 to 1972 (that’s $288 billion in today’s 
dollars)

An empowered, motivated and highly trained army of young engineers, technicians and 
scientists who worked for NASA. At its peak, the Apollo program employed 400,000 
people and required the support of over 20,000 industrial firms and universities. Most 
of the critical and complex decision-making made at Mission Control during the moon 
landings were made by young senior engineers who were aged in their late 20s

Fearless and courageous leadership at all levels of NASA and the US Government, including
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I believe that a similar co-ordinated and bipartisan effort will be required to counter this global 
Covid 19 pandemic and, whereas the Apollo missions were funded by the US only, this time it 
will require the cooperation and collaboration of all nations. As a fast rising economic super-power, 
China will play an important role in resolving the crisis and fuelling the economic rebound that will 
(hopefully) follow. 

In the spirit of Apollo, this is a time for the human race to demonstrate its considerable progress 
and advancement since 1969. It’s not the time, and in any case it’s far too early, for the kind of 
finger-pointing, emotional accusations, threats and bullying that we’ve seen in recent days. Let’s 
all rise to the challenge, put aside past differences, embrace diversity and start working together 
towards a higher purpose. If we can put a man on the moon, we can surely fix this?!

global goodwill and support from all nations (with the possible exception of the USSR 
who initially triggered “the space race”) 
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As we look back over another difficult week of coronavirus lockdown, I’d like to ask you to reflect 
on the words of Robert Louis Stevenson: “Don’t judge each day by the harvest you reap but by the 
seeds that you plant.”

There are signs of capable business and political leaders 
around the world planting the seeds of recovery, and 
some reporting on this, but much of it is being drowned 
out by negative media noise, finger-pointing, threats, 
blaming and bullying. It seems that, with everyone in 
lockdown and becoming increasingly stir-crazy, with no 
sport to watch, the levels of emotion and anger are rising 
on a daily basis.

I believe that China will be an important factor in the global economic recovery after this is all over. 
Being a planned economy with a long term view, China has spent the past 30 years planting seeds 
and watching them grow, and everyone has benefited. I’ve been receiving criticism lately for being 
overly “pro-China” and, for the record, I don’t condone some recent behaviour, threats and bullying 
from certain individuals who, quite frankly, have let their side down. I’m not blind to any of this. 

But I’m an optimist, and where I live (in Sydney), we’re starting to relax some of our lockdown 
restrictions today, meaning that we can go and visit friends and family in their houses again. In a 
month’s time, other countries may be relaxing their own restrictions and then we’ll be focusing on 
the economic recovery so that we can get our jobs/income/lives back again. 

When that happens, many people will reflect on some other wise words: “you reap what you sow”.

The early indications suggest that the May Day long weekend holiday in China has been a reasonable 
success so far with 23 million tourists on the move, and Wuhan, Beijing, Dalian, Tianjin and Jinan 
being mentioned by Reuters as the source of the largest numbers of travellers. As a sign of how 
much the domestic tourism sector has been impacted by Covid19, this compares with 67.13 million 
travellers per day recorded this time last year.

Planting and Reaping - 1  May, 2020

Early Signs - 4  May, 2020
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Being a few months ahead of us throughout this Covid period, China is a good source of clues, 
indicators and pointers that, in theory, should help us all plan our way out. This is taxing politicians 
around the world who have recognised that, arguably, the way down the mountain is harder than 
the way up. We didn’t pay much attention to China when preparing for the crisis so we now have 
a second chance to watch and learn as they take tentative steps to restart their economy, starting 
with domestic travel.

Not surprisingly, the two most popular destinations were the Forbidden City in Beijing and the 
West Lake in Hangzhou which, according to Baidu, recorded 183,700 visitors on 1st May 1, less 
than a third of the numbers from last year.

According to Reuters, “Hubei province, where the epidemic first emerged, was not a favourite. 
Hubei’s tourism department said it’s 22 reopened tourist sites saw 109,664 visitors on 1st May, 
down 87% from a year ago, while tourism revenue plunged 95% to 6.79 million yuan ($961,729)”.

Notably, China reported only one new coronavirus case for 1st May, a reduction from 12 on the 
previous day, and no new deaths. The Government will be watching closely for any spike in the 
number of infections reported after the long weekend as an early sign of progress in the fight to 
contain the virus.

First Movers - 12  May, 2020
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Slowing things down and seeing things from a macro perspective, my view of western economies 
is that they:

I would therefore humbly suggest to Government and industry leaders of all western countries, 
especially the one that I happen to live in, to think a lot harder about point 3 above in their

Saving Face - 24  May, 2020

were all in trouble before the crisis (with record debt levels, negative interest rates, zero 
wages growth etc.)

will all be suffering a painful recession after this Covid crisis as Governments try to 
re-start their economies, reduce the heavy reliance on Government payouts/subsidies, 
and get everyone back to work again (we can all agree that this won’t be easy)

will rely on China’s middle class consumption engine, and the highly populated Asian 
region as a whole, as their best chance of kick-starting their economies in 2021 and 
beyond. Without this, the ‘recession’ will turn into a longer term ‘depression’.

McKinsey have, in typical fashion, helped us with a timely report entitled “The way back: What 
the world can learn from China’s travel restart after COVID-19”, and tells us that confidence is 
slowly returning: “Mainland China’s lockdown is over; new domestic reported cases of COVID-19 
are practically zero. Businesses remain cautious, but almost all offices, factories, schools, and retail 
outlets have reopened. So have most tourist attractions. Our recent China consumer-sentiment 
survey shows that confidence is coming back: more people feel safe returning to work than did just 
two weeks ago. When a lockdown ends, the first thing people want to spend money on is eating 
out. The second is travel. Our consumer survey shows that confidence in domestic travel rose by 
60% over the past two weeks”.

Politics aside, this would be a good time for the group of countries known as the “First Movers 
COVID Group” which includes Australia, New Zealand, Austria, Denmark, Norway, Greece, Czech 
Republic, Israel and Singapore, to explore opportunities to open their borders and relax quarantine  
measures for ‘Covid-free’ Chinese travellers (students, tourists, shoppers, investors, businesses) as 
a means to kick-start their Covid-ravaged economies.

Just because it’s never going to happen, doesn’t mean it’s not a good idea?!
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day-to-day decision-making process, particularly when given a chance to appear in front of the 
media. By doing so, they’re sacrificing the short term benefits of popularity in exchange for the 
longer term benefit of saving the economy and keeping their jobs. I appreciate that this may be less 
relevant to a US President seeking a final term in office this November.

The concept of “Face” is, and always has been, an important 
feature of Asian culture, and the best way to avoid acting 
in a way that will cause influential Asian leaders to “Lose 
Face” (which causes irreparable damage to the important 
relationships that we’re going to need to get ourselves out 
of this crisis) is to communicate sensitively behind closed 
doors. It’s not helpful or beneficial to criticise them in public 
and it usually provokes an angry and/or irrational response.

For an indication of how much China’s Air Travel industry has grown in the past 20 years, it’s 
tempting to look back to the period of the SARS virus, which started in late 2002 in Guangdong 
Province. According to the Daily Beast: “that virus reached Hong Kong in February 2003 and 
Beijing in April. Hong Kong and Singapore were then the principal airline hubs in the region. 
From Hong Kong the virus jumped to Singapore, Toronto and Hanoi. In the end there were cases 
in 26 countries, with a total of 774 deaths, but the outbreak was contained without becoming a 
pandemic”. 

In contrast, the Covid19 virus emerged in late 2019 in Wuhan, one of the country’s most densely 
populated and fastest growing regions which, being in the very centre of China’s “Go West” 
strategy, is a major logistics and travel hub and, unfortunately, was the perfect place for a global 
pandemic to spread. “China’s demand for air travel nearly quadrupled between 2008 and 2018. By 
2019 it was generating 18% of the world’s airline passenger traffic, worth $89 billion a year. The 
eight busiest airports in China together were, in one year, handling far more passengers than the 
entire population of the United States: a total of more than 482 million”. 

It always used to be done this way and everyone understood the importance of “Face” in an Asian 
context. Apart from the aforementioned US President, why is it so different now?

A tale of two Viruses - 1  June, 2020
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Some fascinating insights here from The Fashion Law (TLG) on the attitudes of affluent customers 
in different countries towards privacy and their willingness to share personal data and information. 
This is particularly relevant at a time when Governments are rolling out contact tracing apps to 
track personal location data and the risk of users encountering someone known to be infected with 
COVID-19.

According to TLG, “Countries where affluent consumers are least inclined to share medical and 
health information are Canada (6%), the U.S. (8%), and Germany (8%), while medical data sharing 
acceptance runs more at higher rates in China (27%) and South Korea (24%). In similar fashion, 
affluent consumers from Germany (9%) and the U.S. (11%) are least likely to share location data, 
while China’s (21%) acceptance rate for personal tracking is second only to that of France (23%), 
a country that has endured major terrorist attacks in the past decade and places a premium on 
security. Gender is not a major factor influencing the inclination to share these types of data, but 
age weighs heavily, with millennials under 40 years of age are more inclined than Baby Boomers to 
share personal data”.

It goes without saying that affluent consumers in the US and China are at different ends of the 
spectrum when it comes to their attitudes towards privacy and the sharing of personal data: “In 
addition to location data and medical information, affluent Chinese consumers have a greater 
propensity than Americans to share data across all eight categories of personal data under 

Sharing is Caring - 7  July, 2020

Today, Chinese Airlines are busy again and now sit “like a great octopus straddling the air routes 
of the Asia Pacific region, giving it an entirely new level of influence on how the future of air 
travel develops, not only in this region but beyond it”. Meanwhile, many US airlines (e.g United, 
American and Delta) which had built very profitable routes into the Chinese market have had 
to suspend all their Chinese flights since February and now have to start again from scratch 
(assuming the US and China can patch up their differences to allow access again).

As the article concludes “one thing is for sure. The future geography of the international airline 
network soon will be very different. The basic global route map has remained the same since 
the beginning of the Jet Age 60 years ago, with a strong bias favoring the western airlines who 
pioneered it. At that time China was virtually a void on the map. Now it’s looking more like the 
center of the world”.
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consideration: lifestyle/interests (60% vs. 38%); products owned (50% vs. 38%); spending 
(38% vs. 23%); fitness and wellness (50% vs. 15%); business travel (37% vs. 14%); browsing 
history (40% vs. 14%).

Let’s be clear about this. China is China. Nothing has changed inside China (other than a bit more 
assertiveness towards the outside world than we’re used to). It’s regime is the same, the leaders are 
the same and the Government is the same.

What has definitely changed is western attitudes towards China. We’ve collectively removed the 
‘rose-tinted spectacles’ that have been firmly in place while we’ve enjoyed the economic benefits 
of being China’s friend and business partner for the past 20 years, and now we’re questioning
everything about China – the authoritarian regime, the wet markets, foreign interference, the lack 
of transparency, the rule of law etc. etc.

China is China - 30  June, 2020

McKinsey’s regular traveler survey has provided interesting insights into the aspirations of Mainland 
Chinese tourists, especially before the covid crisis. According to McKinsey “domestic airline passenger 
levels have grown steadily, and now sit at 50% of pre crisis levels. Hotel occupancy rates have also 
improved since the depths of the crisis, and are now back to 60% of last year’s levels. Domestic 
travel is now positioned to accelerate as summer approaches, with segments that drive demand 
during this period reporting an increased desire to travel in the near term”.

One day we’re going to need China to get ourselves out of this mess. In the meantime, let’s focus 
on the things that matter – staying healthy, staying sane and staying in business?

What’s also changed is that we’re in the middle of a 
global pandemic with no end in sight, a US presidential 
re-election campaign which will last until November (or 
later) and we’re on the edge of an economic catastrophe 
which raises questions that nobody can answer yet. 
That’s the real problem.

Summer Holidays - 20  July, 2020
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When you think about it, these three principles could equally apply to any retail B2C business, in 
many industries, looking to recover from the Covid crisis?

How would you expect a Great Power and Leader of all Nations to guide the rest of the world 
through and out of a global pandemic? If you could start with a blank sheet of paper?

I think you would be right to expect a Great Power to display at least three key strengths:

Turning Point  - 12  August, 2020

To demonstrate high levels of capacity, competence and capability in dealing with their 
own domestic response to the pandemic and meeting the challenges they face to contain 
and suppress the virus within their own borders. You would expect the world’s leading 
power to clearly demonstrate their undisputed capabilities in managing a domestic crisis 
like this, and to emerge with the best track record in terms of numbers of infections, 
deaths and economic fallout.

To provide international support and guidance to other countries in dealing with the 
challenges, for example providing PPE equipment, supplies and scientific expertise to 
bolster the domestic capabilities of other countries, especially those developing and 
emerging countries with limited means and resources.

In particular, McKinsey identify three areas for local travel companies to work on when seeking to 
attract new business from domestic tourists:

Focusing on safety protocols – “an emphasis on strict safety protocols with travelers 
through verbal communication, as well as visual cues such as frequent cleaning and 
sanitising of travel products and facilities to win back clients”.

Adapting offerings – “offering more flexible terms for changing or refunding bookings 
to lower consumers’ risk”, and “introducing lower-cost products and tour packages that 
appeal to part-time workers and customer segments that have taken a hit to their income”

Focusing on families – cater to a preference for “smaller group tours in scenic outdoor 
spots, health and wellness programs, and family-oriented activities”.
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I think we can all agree that the world’s top three economic powers (USA, China and Japan) have so 
far failed to provide sufficient global leadership in these three areas during the world’s time of need. 
It could be argued that China has done the best, certainly in terms of 1 and 2 above (they would 
argue that they haven’t been given a chance with 3) and that the USA, which by all accounts was 
well prepared for this crisis, has done the worst on every measure.

With Covid 19 still raging around the world, and no sign of slowing, we now need China to be 
the Great Power that leads the world out of this crisis. Historians will look back at this moment for 
signs of a turning point and shift in the global world order which has existed for the past 100 years.

To act as a convenor and facilitator of groups of other countries to facilitate the sharing 
of best practice and information, to put the world’s best minds to work in tackling 
the global challenges and opportunities (e.g. testing procedures, vaccine development, 
scientific research) and, where necessary, to provide financial, economic and moral 
support.

I’m often being asked whether life in China is returning to normal and, not being able to jump on 
a plane to find out myself, I have to rely on news reports and friends on the ground to keep me 
updated.

America First - 24  August, 2020
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At our ACSME webinar on-the-ground live stream interview with Michael Harding, direct from 
Pazhou New Village in Guangzhou, we learnt so much about ordinary life in China today.

Some key insights were:

Back to Normal - 24  September, 2020

Life for ordinary people in China has returned to normal. Shops and restaurants are full, 
people are walking around the streets (mostly without masks, at least in outdoor areas) 
and business is essentially back to normal.

Premium supermarkets are well stocked with foreign products (from Chile, Australia, 
New Zealand and other countries) and selling well at reasonable prices.

There was one reported Covid case in Guangzhou this week which was swiftly dealt 
with, isolated and quarantined. For all intents and purposes, China is “Covid free” now.

The New York Times paints a very positive picture: “In Shanghai, restaurants and bars in many 
neighborhoods are teeming with crowds. In Beijing, thousands of students are heading back to 
campus for the fall semester. In Wuhan, where the coronavirus emerged eight months ago, water 
parks and night markets are packed elbow to elbow, buzzing like before.”

In terms of numbers, the NYT draws the obvious comparison with the US: “on Sunday, China 
reported no new locally transmitted cases for the seventh consecutive day. The 12 new infections 
it reported were all imported, bringing China’s total number of confirmed cases to 84,951, with at 
least 4,634 deaths. In the United States, nearly 5.7 million people have been infected and at least 
176,200 have died”.

Despite the ongoing political rumblings, it seems that American companies are ready to start 
returning to China to do business again. The American Chamber of Commerce in China has 
announced that they are “working to arrange a charter flight from the US for both foreign and 
Chinese employees of our member companies who are seeking to return to China. With the 
support of local governments and relevant Chinese ministries, our first charter flight will depart 
from San Francisco on September 12 and arrive directly in Beijing”.
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Last week’s National Day and Mid-Autumn Festival 
holiday (“Golden Week”) in China has been declared 
a major success with 637 million domestic tourists 
spending an estimated 466.56 billion yuan (US$68.6 
billion) over the 8 day holiday period, which was only 
a 20% fall on the numbers reported this time last year.

The message from Michael was clear. If you have a product which will appeal to Chinese 
consumers, now is the time to promote it in China.

A Golden Week - 12  October, 2020

Whilst Chinese business people are aware of the US-China trade tensions, there is not 
much talk of problems with other countries

Chinese people are keen to buy foreign products from countries with a proven track 
record for quality, safety and reliability

Bearing in mind that it’s only 6 months since the city of Wuhan was in total lockdown (which was 
officially lifted on 8th April), it’s amazing that China’s tourism sector has bounced back so rapidly. 
According to CNBC, “China claims to have 205 active Covid-19 cases among its population of 1.4 
billion people”.

But the most striking aspect of this year’s Golden Week are the photos of the crowds (not always 
with masks on, and with no sign of social distancing) at railway stations and popular tourist sites 
which, as mentioned by CNBC, “stand in stark contrast to scenes elsewhere in the world, where 
countries continue to struggle with rising coronavirus infection rates and muted economic activity”.

These images will be met with mixed feelings around the world but, whatever you think about it, 
if China remains “Covid free”, it’s a remarkable turnaround, by any measure. However, as we all 
now realise, it will take a few days before we’ll know for sure whether these activities and crowds 
will lead to further outbreaks, second waves or even lockdowns. According to the New York Times 
“a dozen people in Qingdao, a seaside city in Shandong Province, had tested positive for the virus 
as of Sunday” resulting in the routine testing of 9.5 million residents. These are the first locally 
transmitted cases in China since mid August and a further reminder of the challenges ahead.
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China has the Money 
and the Market

Chapter 2

As the year rolled on, and as China reacted assertively to criticisms and comments from western 
Governments and political leaders around the world about their handling of the Coronavirus, I 
could see that many people and businesses were talking about ‘diversification’ and the need to 
pivot towards other markets and opportunities. I felt it was important to remind readers about the 
importance of China’s economy for trade and investment in the years ahead, especially the size and 
recent growth of their economy, the purchasing power of their 400 million middle class consumers 
and their long term commitment to innovation, urbanisation and domestic consumption. It seemed 
to me that this would become even more important in 2021 and beyond when many countries 
would be seeking to recover economically from the global pandemic and so needed to be constantly 
reminded of the benefits of trading with China against the weight of strong “anti China” sentiment 
arising from, amongst other things, negative media commentary and “megaphone diplomacy”.



On my most recent visit to China, in December 2019, I was surprised to hear my local friends and 
connections complaining about difficult economic conditions and slower markets, particularly from 
those who normally paint such a rosy picture of the local business environment. This was well 
before the recent outbreak of the coronavirus.

These remarks got me paying more attention than usual to McKinsey’s annual “What can we 
expect in China” report which I always look forward to and never disappoints. 

My take on some of the key points made in the McKinsey report are:

I don’t need to tell you that, in 1980, China looked very different to the way it does today. It was 
basically an agricultural society, 80% of the population lived on the land and many of today’s cities 
were just small rural villages. But this has all changed in just the last 30 years, with half a billion 

McKinsey concluded by saying “2020 is the final year in China’s decade-long challenge to double 
its GDP. The government will be able to declare success (potentially with a little support from 
statistical revisions)”.

2019 was dramatic enough. It seems 2020 will be full of surprises. Certainly not an easy year to 
make predictions!

China in 2020 - 28  January, 2020

Mega-cities in China  -  13  February, 2020

Domestic consumption and investment will remain the key economic drivers, and China 
will deploy targeted stimuli to maintain momentum

The Greater Bay Area (GBA) is a strategic priority for President Xi specifically and China 
generally. “Businesses need strategies for the GBA in 2020 that focus on two things: 
(1) how to take advantage of new regional infrastructure, and (2) how to shape still 
evolving GBA policy to their advantage, rather than reacting once policy is defined”.

The Services Sector is key: “High growth sectors in 2020 will be clustered in consumer 
facing services, many internet-enabled. Healthcare, education, travel, and leisure will all 
remain strong”
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people moving from the countryside to an urban centre, a rural-to-urban migration story which has 
no parallel in modern history. 

China’s longer term plan is to be nearly 80% urbanised (now just over 50%) which means that the 
future demand for commodities (cement, aluminium, coal etc.) seems assured, and soon we will 
marvel at the number of mega-cities (population of 10 million or more) currently standing at six 
(Shanghai, Guangzhou, Beijing, Shenzhen, Tianjin, Chengdu) with another three on the way. The 
9 cities that make up the Pearl River Delta are already being merged as part of the Greater Bay Area 
infrastructure plan to become a “continuous entity containing up to 50 million people” which will 
undoubtedly be “the largest unified urban area in human history”.

Of course, whilst urbanisation has a positive effect on GDP growth (urban growth alone produces 
an increase of 20% GDP per capita, increases rural productivity, boosts demand for resources, 
commodities and energy, and drives domestic consumption) it also creates new challenges, as 
we’re witnessing with the spread of the Coronavirus which started in one of China’s most populated 
cities, Wuhan (population 8.4 million as per the infographic, but over 11m according to the 
media) and has quickly spread to its neighbours and the rest of the country.
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There are many ways to track China’s rapid economic progress during the last 20 years but one, 
in particular, will appeal to the fans of “Supertall Skyscrapers” (buildings of above 300 metres in 
height) who will have noticed that China has replaced the US as No. 1 in this category. According 
to Visual Capitalist, “no fewer than 30 Chinese cities added supertall skyscrapers to their skylines 
in the past two decades”. 

It’s interesting to note that in 1999, half of the world’s 24 supertall skyscrapers were located in US 
cities, mainly in New York, and all (except the World Trade Centre) are still standing today. In the 
last 20 years, China has built half of the world’s tallest skyscrapers and these are spread around all 
of their major cities, with the Shanghai Tower standing out as the second tallest building in the 
world (after the Burj Khalifa in Dubai).

As the article concludes “there are currently 132 supertall skyscrapers in various phases of 
construction around the world right now. That’s more than five times the number of existing 
supertall structures that existed at the dawn of the new millennium. Over the next 20 years, 
as economic fortunes shift and architectural innovations advance, it remains to be seen what 
heights future skyscrapers will reach”.

As I walk through the CBD of my deserted home city of Sydney, admiring all the tall empty 
buildings around me, I wonder how the skyline of major cities may be impacted by Covid 19?

Supertall Skyscrapers - 15  June, 2020



I’m sure you’ve seen the recent IMF projections of global growth for this year and 2021 which paints 
a very depressing picture. I found it hard to read them without partially covering my eyes, and it 
was only after a couple of days that I was able to go back and read it again properly. Perhaps you 
should do the same?

Basically, this year (2020) is going to be bad, but we already knew this. According to the IMF blog, 
“for the first time since the Great Depression both advanced economies, emerging markets and 
developing economies are in recession. For this year, growth in advanced economies is projected at 
-6.1%. Emerging market and developing economies are also projected to have negative growth rates 
of -1.0% in 2020, and -2.2% if you exclude China. Income per capita is projected to shrink for over 
170 countries”. China’s GDP growth rate is projected to fall from 6.1% last year to 1.2% this year but 
I imagine that quite a lot of things will have to go well for that to happen, and there are so many 
‘unknowns’ at the moment, particularly in the US and Europe.

The IMF projections for 2021 are more encouraging but, as you would expect, full of caveats. If the 
IMF projections are right, China will be the strongest economy in the world in 2021 with a growth 
rate of 9.2% which would go a long way to getting their economy back on track. There would also 
be enormous spin-off for those countries who can get over their fears and negative views about 
China (I don’t need to spell out what those are) and be part of this recovery. This doesn’t just mean 
“selling stuff to China” (as I heard someone refer to it today) but getting involved in investment, 
collaboration (particularly in pharma, healthcare and technology) and commercialising their ideas 
alongside investors and entrepreneurs in China. 

This is the Year of the Rat (my year) and I don’t need to tell you that rats are supposed to be “smart 
and nimble with plenty of vitality and enterprising spirit”. The last Rat year was 2008, the year of 
the Global Financial Crisis, and we somehow got through that one. Now is the time for everyone to 
exhibit ‘rat-like’ qualities and start burrowing their way out of the hole. The first ones out normally 
do best.

Anyone of my sort of age will remember the hilarious Monty Python sketch from the movie, ‘Life 
of Brian’ in which they debate the question “What have the Romans ever done for us?”. At only 90

A good time to be a Rat - 23  April, 2020

Decoupling from China - 4  May, 2020
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Some fairly sobering commentary coming from Beijing this week with the latest headlines saying 
“China’s economic strategy shift shows Xi Jinping is preparing for the ‘worst case scenario’” and 
China is “pursuing a new development plan in which ‘domestic circulation plays the dominant 
role’”. It’s not unusual to see these kinds of quotes coming from commentators, analysts and ‘China 
watchers’ but it is very unusual to hear them made by President Xi himself.

In comments published by the official Xinhua News Agency, the Chinese president said “for the 
future, we must treat domestic demand as the starting point and foothold as we accelerate the 
building of a complete domestic consumption system, and greatly promote innovation in science, 

seconds long, it’s well worth watching again!

With all the negative talk about Wuhan, trust, transparency and the need for the global economy to 
diversify and decouple away from China, we seem to be asking the same question: “What have the 
Chinese ever done for us?”. You get the impression that many people (including the US President) 
think that we would all do just fine without them.

A good place to start answering this question is McKinsey’s report from June 2019 “China and the 
world: Inside the dynamics of a changing relationship” which includes this brief summary:

“Our simulation shows that $22 trillion to $37 trillion of economic value (equivalent to about 15 
to 26% of global GDP by 2040) could be at stake from less or more engagement between China 
and the world in five areas: (1) growth as an import destination; (2) liberalisation of services; 
(3) globalisation of financial markets; (4) collaboration on global public goods; and (5) flows of 
technology and innovation. Less engagement between China and the world could mean higher 
tariffs, more limited trade and technology flows, and continuing gaps in addressing key global 
challenges. More engagement could see China importing more from the rest of the world, greater 
two-way flows of technology, and a more competitive Chinese services sector; reaching solutions 
to global issues would be more likely”.

The report was written long before anyone was talking about a global pandemic and the prospects 
of a global economic depression. The world is going to need China’s capital, manufacturing and 
consumption power when this is all over. But what else have they done for us?

Worst case scenario - 26  May, 2020
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technology and other areas”. This would suggest an end to China’s “going out” strategy which has 
been a strong catalyst in fuelling growth around the world over the past two decades.

According to the SCMP, “Xi’s speech on Saturday offered the clearest clues so far regarding the 
Chinese leader’s thinking on economic strategies in response to Washington’s decoupling threats. 
According to Xi, China faces unfavourable winds in the outside world, including a deep recession 
in the global economy, disruptions to international trade and investments, ‘rampant protectionism 
and unilateralism’ and geopolitical risks. ‘We now have to seek development in a more unstable 
and uncertain world’ Xi said”.

In recent times, I’ve found analysis from the Hinrich Foundation to be balanced, objective and 
comprehensive, and I highly recommend that you spend a moment to study this recent bulletin 
entitled “Can China lead the economic recovery from COVID-19?”

It addresses the very simple point that “many investors and commentators articulate the view that 
Asia will lead the economic recovery from the current virus-induced recession. The argument goes: 
the Coronavirus that originated in China hit Asian economies first. It appears, at least for now, that 
it is under control in China and other parts of Asia if the data is to be believed.  Therefore, they say, 
Asia should recover first, and other parts of the world will add momentum to the up-swing, as and 
when the economic impact of the virus subsides. Within Asia, China’s economic hegemony means 
the rest of the Asian region will benefit from China leading the recovery”. 

I have to admit that I was leaning in this direction myself.

However, as they go on to say, “the economic arithmetic suggests that this is far from certain” 
and the factors that helped the global economy recover from previous crises (e.g. the Asian crisis 
in 1997 through to the GFC in 2008) are absent this time. It also doesn’t help that, as each day 
goes by, there is increasing hostility around the world towards China, particularly from the western 
media but also from the US President himself. This really needs to stop.

The sobering conclusion is that “real reforms are the only option for China” and “it may well be 
that a dose of economic hardship, brought about by a devastating home-grown virus, coupled with 
an unwillingness on the part of the United States to absorb the output from mis-allocated Chinese

It’s different this time - 15  April, 2020
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When I led my first study tour of Australian Wealth Management professionals to China in 2005, 
the local funds management industry was virtually non existent. Whilst many were predicting a 
rise in the funds sector at some stage, the stock market was going backwards, new listings had 
been suspended and the floor of the Shanghai Stock Exchange was deserted (see photo below 
taken during that visit).

When I led my first study tour of Australian Wealth Management professionals to China in 2005, 
the local funds management industry was virtually non existent. Whilst many were predicting a 
rise in the funds sector at some stage, the stock market was going backwards, new listings had 
been suspended and the floor of the Shanghai Stock Exchange was deserted (see photo below 
taken during that visit)

How things have changed. According to the Financial Times, “Chinese funds increased their share 
of the global investment market significantly in the first three months of 2020, propelling the 
country from tenth to fifth position”. 

capital, could finally achieve those goals”. Sorry if this spoils your day (it certainly spoiled mine!) 
but this could all take a very long time.

China Funds overtakes UK - 30  June, 2020
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China’s funds management sector is now larger than the UK, France, Japan and Australia (all 
regarded as large, established and mature markets) and accounts for 4.1% of worldwide funds 
assets. Only the US (with 47.9%), Luxembourg (8.8%), Ireland (5.8%) and Germany (4.6%) are 
larger than China’s and, with its ageing population and expanding middle class, it’s not hard to see 
China rising to 2nd place in the global funds table in the next few years.

The origins of the UK’s funds management sector goes back as far as 1868. Who would have 
thought that China would overtake them in just 15 years!

For the past 20 years, if not longer, economists, journalists, commentators and ordinary people like 
me have been speculating about when China will overtake the US and become the largest economy 
in the world. With a population 4.7 times larger than America’s, and an increasingly productive 
workforce, this day has been fast approaching and, with the economic effects of the Covid crisis 
still unknown, it could happen sooner than we think. America has been the No. 1 economy since 
at least the 1920s, so this is an important moment in living memory.

The most recent predictions I’ve found suggest that those of us who are still around in the year 2027
will be able to tell our grandchildren that we witnessed this once-in-a-generation event but, according 
to the Economist’s “Big Mac Index’, it may have already happened, at least in Purchasing Power Parity 
(PPP) Terms. 

The logic goes: “In 2019, China’s workers produced over 99trn yuan-worth of goods and services. 
America’s produced $21.4trn-worth. Since 6.9 yuan bought a dollar last year, on average, China’s 
GDP was worth only $14trn when converted into dollars at market rates. That was still well short of 
America’s. But 6.9 yuan stretches further in China than a dollar goes in America. One example is the 
McDonald’s Big Mac. It costs about 21.70 yuan in China and $5.71 in America. By that measure, 3.8 
yuan buys as much as a dollar. But if that is the case, then 99trn yuan can buy as much as $26trn, 
and China’s economy is already considerably bigger than America’s”.

With China’s economy expected to grow by 2% to 3% this year, and America facing a recession, 
watch out for new predictions of when China becomes the new No. 1 in actual terms.

Big Mac Index - 19  July, 2020
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China has the MONEY:

Why China? - 3  August, 2020

Foreign exchange reserves stand at US$3.399 trillion, almost three times the reserves 
held by Japan (US$1,387 trillion) which is the second largest in the world.

The largest four banks in the world are all Chinese (the Industrial & Commercial Bank 
of China, the China Construction Bank, the Agricultural Bank of China, and the Bank of 
China) with a combined asset value of $13.784 trillion, which is roughly equivalent to 
the next 6 largest banks combined, 

China’s banks export capital via overseas lending at an annual rate of 11%, suggesting 
that they are starting to have more influence around the world, particularly in major 
infrastructure projects in developing countries. 

In total, the Chinese state and its subsidiaries have lent about $1.5 trillion in direct loans 
and trade credits to more than 150 countries around the globe. This has turned China 
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China has the MARKET:

The world’s second largest economy - will overtake the US by 2027 or earlier

Population of 1.3 billion

Middle class of 400 million and rising

800 billionaires, 4.4 million millionaires

An economy driven by domestic consumption (80% of GDP)

350 million millennials (born between 1981 and 1996) representing 65% of total 
consumption growth in China

into the world’s largest official creditor – surpassing traditional, official lenders such as 
the World Bank, the IMF, or all OECD creditor governments combined.

Since 2015, China’s share of global cross-border lending has risen from 5% to 7%. Foreign 
assets account for 9% of their book. 

Chinese banks supply two-thirds of all cross-border lending within emerging markets.
 
Chinese home-grown companies have been rapidly raising USD dollar debt,  reaching 
$310bn last year, from $71bn in 2016. 

China owns $1.1 trillion of US Treasury Bonds (approx 5% of all US debt)

Chinese investment into Europe reached a peak of US$42 billion in 2016 but has since 
fallen away to around half of this number (mainly invested in UK, France, Italy and 
Germany).

China is the world’s largest investor in renewable energy - China contributes to almost one 
third of the global renewables investment in 2018 at $US91.2 billion, US$130.2 billion)

In 2019, China spent 354.3 billion yuan (US$52.8 billion) on R&D and science and 
technology innovation, up 13.4% year-on-year
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900 million registered internet users (99% via mobile)

Almost fully urbanised (61.4% of the total population live in urban areas, a dramatic 
increase from 17.92% in 1978)

The world’s manufacturer (China accounts for 28% of global manufacturing output, 
US$4 trillion)

The World’s Major Trading Partner - 128 of 190 countries regard China as their No. 1 
trading partner (including Australia)

5G technology to be rolled out throughout China by end of 2020

By the end of 2020, China is expected to have 160 million people accessing their new 5G 
network, meaning that they will access internet download speeds which are 100 times 
faster than 4G

Online media consumption in China has increased by 30% over the past 12 months 
which is transforming many industries, especially education (which has seen an increase 
of 79 million users during the Covid period) and healthcare

Major focus on the Healthcare, Education, Tourism and Renewable Energy sectors - all
areas in which Australia has world class capabilities

China has 9 of the world’s 20 biggest tech companies

Many thanks to a regular reader of China Bites who pointed out an important omission from my list 
which is all about money and, in particular, China’s foreign exchange reserves which now stands 
at US$3.399 trillion, almost three times the reserves held by Japan (US$1,387 trillion) which is the 
second largest in the world.

The largest four banks in the world are all chinese (the Industrial & Commercial Bank of China, the 
China Construction Bank, the Agricultural Bank of China, and the Bank of China) with a combined 

China has the Money - 14  July, 2020
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the country’s low-cost, skilled labor and efficient infrastructure

a state-controlled banking system that has been offering small and large businesses extra 
loans to cope with the pandemic

asset value of $13.784 trillion, which is roughly equivalent to the next 6 largest banks combined, 
and they export capital via overseas lending at an annual rate of 11%, suggesting that they are 
starting to have more influence around the world, particularly in major infrastructure projects in 
developing countries. HBR reports “In total, the Chinese state and its subsidiaries have lent about 
$1.5 trillion in direct loans and trade credits to more than 150 countries around the globe. This has 
turned China into the world’s largest official creditor – surpassing traditional, official lenders such 
as the World Bank, the IMF, or all OECD creditor governments combined”.

According to the Economist “their tentacles are spreading. Since 2015 their share of global 
cross-border lending has risen from 5% to 7%. Foreign assets account for 9% of their book. 
Chinese banks supply two-thirds of all cross-border lending within emerging markets”. And then 
“Chinese banks are making unnoticed leaps. Eager to diversify funding and amass firepower for 
acquisitions overseas, home-grown companies have been rapidly raising dollar debt. Issuance 
reached $310bn last year, from $71bn in 2016”. And then there’s US Treasury Bonds, with China 
owning $1.1 trillion (approx 5% of all US debt) and direct investment into Europe which reached 
a peak of US$42 billion in 2016 but has since fallen away to around half of this number (mainly 
invested in UK, France, Italy and Germany).

The words “never under-estimate the Chinese” were ringing in my ears when I read this report from 
the New York Times saying “China Inc. has come roaring back. After reopening in late February 
and early March, China’s factories began an export blitz that is still gaining steam. Exports soared 
in July to their second-highest level ever, nearly matching the record-setting Christmas rush last 
December. The country has grabbed a much larger share of global markets this summer from other 
manufacturing nations, entrenching a dominance in trade that could last long after the world begins 
to recover from the pandemic”.

The NYT offers three main reasons for this:

Roaring Back- 1  September, 2020
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Whatever you think of China’s political system, the people of China know how to respond to a 
crisis. They roll up their sleeves, get their heads down and work smart and hard. They also show 
amazing resilience, flexibility and tenacity. This isn’t mentioned in the three reasons given above by 
the NYT, but it is actually the main reason they’ve come roaring back

China is meeting the strong global demand for “personal protection gear, home 
improvement products and lots of consumer electronics”.

With regard to the last point, the NYT says “families all over the world are sprucing up 
the homes they are now stuck inside. They have been buying everything from computer 
screens and stereo systems to power tools and home saunas — many of which are made 
in China”.

With the world entering The Fourth Industrial Revolution, and becoming increasingly reliant on 
telecom and IT services, the size of your population and the level of productivity are the two metrics 
that are likely to matter more than any others, meaning that China and India are destined to become 
the two largest economies in the world. Economists and commentators will be carefully watching 
the changing mix of each country’s demographic profile and population numbers to predict how 
this will all play out.

It is therefore enlightening to see how much the populations of China and India have changed over 
the past 300 years, as is well illustrated in last week’s Visual Capitalist: “Today, China and India 
boast the largest populations, outpacing all others by a mile. The total populations of these two 
nations have been climbing for years, but India is moving at a faster clip. The big question is: When 
will India overtake China in population?”. After playing with the chart, it seems this will happen in 
2026, when both countries are predicted to reach 1.46 billion.

“Another question this dramatic change begs is: at these rates of population change, can India’s 
GDP growth also surpass China’s in the next several decades? The short answer is likely a no, 
although both countries will still see immense GDP gains during this time. According to PwC, six 
of the seven largest economies in the world by 2050 will be today’s emerging markets – led by 
China and India in that order. While India isn’t likely to be the “next” China in terms of global 
GDP, it’s certainly giving it a fair fight as a potential rising superpower – and it all stems from the 

Population and Productivity - 23  November, 2020
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Following on from yesterday’s issue, “Population and Productivity”, it’s interesting to read 
about China’s new commitment to boosting its birth rate and addressing its rapidly ageing 
population. The Chinese Government has shown itself capable of controlling many things, 
but can it encourage/motivate/command hard-working and stressed-out married couples to 
produce more children?

China’s controversial “one-child policy” was introduced in 1978 to limit population growth, 
particularly in the countryside, at a time when China was a very poor country. This extreme 
measure has thrown up many anomalies in the country’s demographic profile (particularly the 
emergence of two new unique and fast growing consumer groups, “Chinese Millennials” and 
“Digital Refugees”) and, whilst it achieved its main objective (i.e. to limit China’s population

combined might of its growing population”.

Boosting the Birth Rate - 24  November, 2020
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growth and to save the world from a human catastrophe) the policy had truly served its purpose 
by the time it was relaxed in 2016. However, despite this relaxation “the number of live births 
per 1,000 people fell to a record low of 10.48 last year, down from 10.94 in 2018” as reported 
by Reuters, suggesting that it takes more than a stroke of a pen to reverse a policy which has 
become ingrained within the minds of Chinese people of child-bearing age.

To give you an idea of the problem now facing China, Reuters reports that “the number of 
citizens aged 60 or over stood at 254 million at the end of last year, accounting for 18.1% 
of the population. The number is expected to rise to 300 million by 2025 and 400 million by 
2035, putting huge pressure on the country’s health and social care system. Demographers 
also predict that on current trends, the number of people of working age could decline by 200 
million by 2050”.

It’s not hard to identify the problem. The question now is how to solve it by boosting the birth rate. 
Watch out for some creative ideas and policies in the coming 14th Five Year Plan (2021-2025) to 
turn the ship around.

Is China a rich country or a poor country? If you listen to the way some people talk about China 
you could be excused for thinking that it’s a very rich country indeed and represents some kind of 
threat to our way of life. But this isn’t really the case. It’s true that there are some very rich people in 
China, and I’ve met many of them personally, but the reality for most people is very different and 
this, more than anything else, is what keeps the Government awake at night.

According to Premier Li Keqiang last week, “the average per-capita annual income in China is 
30,000 yuan (US$4,193), but there are over 600 million people whose monthly income is barely 
1,000 yuan (US$140), not enough to rent a room in the Chinese cities”. These people have been 
significantly affected by the coronavirus pandemic which has caused many to fall back below the 
poverty line, requiring the Government to urgently respond by offering subsistence allowances and 
unemployment benefits.

As mentioned in China Bites in February 2019 China’s target was to eradicate poverty altogether 
by the end of 2020, a goal that seemed well within their reach at the time, with only 20 million 
people still living below the poverty line (a figure that was well over 600 million 30 years ago) and

Saving the Poor - 2  June, 2020
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a strong commitment to eradicating poverty altogether by the end of this year. Unfortunately, this 
important milestone and achievement has been dashed, like so many others, by Covid19 and this, 
more than some of the other challenges which get more media attention, will be a major priority for 
the Chinese Government in the next few years.

I’ve always had a fascination for the city of Chongqing in the central west area of China, a city of 
over 30 million people and a “Municipality” in its own right, meaning that it is one of only four 
Chinese cities under the direct administration of the Central Government of the People’s Republic 
of China (the other three are Beijing, Shanghai and Tianjin) and the only one located inland. It is 
very much at the centre of China’s “Go West” strategy which is designed to move investment and 
economic activity away from the east coast towards the inner central areas and, without attracting 
much of a fanfare, Chongqing is going through a major transformation. 

A good example of this is the story of an important site at the confluence of the Yangtze and 
Jialing rivers in the city’s Yuzhong district, known as “Chaotianmen Square”, which was selected 
for a major development by the Chongqing Government and resulted in my friend David C Lee (a 
well known architect who played an important role in the development of the MTR in Hong Kong) 
being invited to develop a Master Plan for the site which was eventually acquired by Temasek in 
Singapore to construct “Raffles City Chongqing”, an amazing looking development consisting of 
eight skyscrapers connected by a five-storey podium which bears a striking resemblance to Marina 
Bay Sands in Singapore.

I have been watching the development of this site from my first visit to Chongqing in 2011, before 
the excavation started, and my most recent visit was in November 2016 when construction was 
well underway. Today, the project is fully complete and looks amazing. I wish I could go back and 
see it for myself but, in the meantime, there are many photos to admire (see below) and I hope 
it won’t be long before we can go back again and stand on “The Crystal” bridge link between 
the two taller skyscrapers, described by the architects as a “horizontal skyscraper” including a 
glass-bottomed public viewing deck and an infinity pool located 250 metres in the air. No doubt 
movie-makers already have their eye on this structure for some future Tom Cruise-style stunts!

Raffles Plaza, Chongqing - 30  October, 2020
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By any measure, and allowing for any scepticism about the validity of the numbers, China’s 
economy is bouncing back fast, and is almost back to pre-Covid levels. According to the New 
York Times, “the Chinese economy surged 4.9% in the July-to-September quarter compared with 
the same months last year. The robust performance brings China almost back up to the roughly 
6% pace of growth that it was reporting before the pandemic”.

Pointing out some of the benefits flowing on to other countries, the NYT reports that “Chinese 
companies are making up a greater share of the world’s exports, manufacturing consumer 
electronics, personal protection equipment and other goods in high demand during the pandemic. 
At the same time, China is now buying more iron ore from Brazil, more corn and pork from the 
United States and more palm oil from Malaysia. That has partly reversed a nosedive in commodity  
prices last spring and softened the impact of the pandemic on some industries”.

Whilst I appreciate that not everyone will be as excited as I am by these numbers, particularly 
those still in lockdown around the world, it surely provides some light at the end of the tunnel for 
countries still struggling with the coronavirus pandemic. And a reminder that China’s 400 million 
middle class consumers represents an important market for any post-Covid business recovery plan.

Bounceback - 22  October, 2020
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Of all the amazing changes that have taken place in China over the past 40 years, the rise of 
Shenzhen from a small fishing village in the 1970s to a high tech powerhouse with an economy 
which is now larger than Hong Kong is perhaps the most remarkable. Since 1979, Shenzhen’s GDP 
has grown by a rate of 21.6% per annum. Think about that for a moment – that’s a doubling of 
Shenzhen’s economy every four years!

There are so many things to say about Shenzhen’s economy (and you can find many interesting 
statistics in the SCMP infographic below) but perhaps the most significant point to make is that, 
despite all of the amazing achievements of the past, Shenzhen’s best years are still ahead of it. As 
the tech hub of the Greater Bay Area, including plans to expand their high tech industrial develop-
ment zone to cater for an additional 2,000 high-tech companies (rubbing shoulders with the likes 
of Tencent, Huawei, BYD and ZTE, amongst others), it’s easy to see how Shenzhen is now ‘the 
Silicon Valley of Asia’.

I was in Shenzhen last year and it did feel like a futuristic experience. On my last morning, I jumped 
into an electric powered taxi, travelled swiftly along a wide freeway lined by young trees admiring 
large skyscrapers until I reached the spacious Futian station and, after swiping the ticket machine 
with the Wechat Pay QR code on my mobile phone, I took the 12 minute fast train on the Express 
Rail Link to Hong Kong. Once you’ve experienced that, nothing else comes close!

The Silicon Valley of Asia - 6  September, 2020
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The Miracle of Shenzhen - 14  October, 2020

It’s hard to believe it now but it’s exactly 40 years to the day since Deng Xiaoping travelled south by 
a slow train from Beijing on what became known as his “southern sweep” and, with one withered 
finger pointing towards the agricultural plains that surrounded the small fishing town of Shenzhen, 
he launched China’s first “special economic zone” and opened mainland China up to the rest of 
the world. The first ‘outsiders’ to arrive were the entrepreneurs from Hong Kong who seized on the 
opportunity to move their factories across the border and enjoy the tax concessions, cheap labour 
and plentiful land available to them so close to Hong Kong’s border…..and the rest is history.

40 years later, President Xi Jinping returned this week to conduct his own southern tour and, 
during a major speech yesterday, referred to the growth of Shenzhen as a “miracle in world 
development history”, confirming that China “must remain committed to opening-up on all 
fronts and continuously enhance the attractiveness of “bringing in” and the competitiveness 
of “going out”. According to CGTN, “the President called on Shenzhen to accelerate the 
development of the Guangdong-Hong Kong-Macao Greater Bay Area (‘GBA’), an important 
strategy of China, and Shenzhen is a major engine driving its development”. From everything 
I’ve heard, the GBA strategy is President’s Xi’s biggest priority and one which will determine his 
longer term legacy, so expect to read and hear a lot more about it in the years ahead.

Whilst waiting to learn the outcome of the US Election, I listened to the latest issue of the 
Little Red Podcast on “Xi Dada and Daddy: Power, the Party and the President” to gain an   
understanding of the origins and influences of the President of China, Xi Jinping, the leader 
of the world’s second largest economy. In particular, it’s interesting to learn more about the 
political career of his father, former Vice Premier Xi Zhongxun (Governor of Guangdong from 
1979 to 1981) and how his fluctuating political fortunes and struggles will have influenced the 
drive, ambition and thoughts of his son, Xi Jinping.

Now that we see China as a vibrant, successful and powerful modern economy, and all that goes 
with it, it’s very easy to overlook or even forget the very tough times that China has been through 
in the very recent past. The ideological struggles within the Chinese Communist Party, in which 
Xi Zhongxun was a central figure, breeds leaders who have been subjected to levels of resilience, 
courage and fortitude that those of us living in western democracies can only imagine.

Struggles and Fortitude - 4  November, 2020
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While we’re all thinking about what’s going to happen next week and next month, and whether 
we’ll make it to the end of this year without a major catastrophe, China is already embarking on the 
development of their next Five Year Plan, covering the country’s national development for the period 
from 2021 to 2025. This will be the 14th Five Year Plan since the founding of the People’s Republic 
of China in 1949 and will emerge from the The Fifth Plenum, a meeting of the Communist Party’s 
leadership in Beijing, which ends tomorrow.

Like those that have come before, the 14th Five Year Plan will set the economic and social priorities 
for the next five years and establish the goals and targets that will be widely analysed for signs of 
future Government policy and planning. It’s very rare for China to fail to meet any of the targets set

Five more years - 27  October, 2020

For example, the young Xi Jinping “recalled being locked up ‘three or four times’ when he was 15 
because of his father’s ‘crimes’. Banished to Ya’nan, the revolutionary base of the party, he had to 
attend daily ‘struggle’ sessions, where he was often forced to read out denunciations of his father. 
‘Even if you don’t understand, you are forced to understand,’ he said with a trace of bitterness. ‘It 
makes you mature earlier.’ It should be noted that Xi Jinping joined the CCP in 1974 when his father 
was still in prison, and – according to a family friend – chose to survive by becoming “redder than 
red”. I found this to be an enjoyable distraction from the struggles in the US.
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in the Five Year Plan, meaning that there are no surprises. As the managers of a ‘planned economy’, 
China’s Government helpfully tells us in advance what they’re going to do and then set about doing 
it. 

Back in 2010, during the halcyon days of the Australia-China relationship, I travelled around 
the country delivering a presentation which I called “Why China’s 12th Five Year Plan is 
a Game-Changer” setting out China’s three priorities: 1. Going Out, 2. Going West and 3. 
Going Green which created many opportunities for big and small companies looking for a 
market entry point. Those were the good old days. The 13th Five Year Plan (2016 to 2020)
placed more emphasis on domestic consumption and innovation, and now we’ve witnessed the 
transformation of China’s retail sector and the rise of the tech giants: Alibaba, Tencent and Huawei 
plus many others.

Following on from previous issues pointing out the recent rise in China’s investment markets, the FT 
reports that “the onshore-traded renminbi has strengthened 8.4% against the greenback since the

Positive Sentiment  - 25  November, 2020

The 14th Five Year Plan lands at a time of great uncertainty and suffering around the world with 
many countries turning their back on globalisation and diplomacy and expressing fears about 
the rise of China. It will be studied more closely than usual for clues as to how China will tackle 
economic challenges at home and growing hostilities abroad.
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start of June to RMB6.585. The currency is up more than 5.7% in 2020. China’s onshore markets 
have sucked in tens of billions of dollars worth of foreign investment this year as stocks have rallied 
on the back of its economic recovery, ensuring strong demand for the renminbi needed to snap up 
shares in Shanghai and Shenzhen”.

As can be seen from the chart below, this is a major turnaround for China bearing in mind the 
negative sentiment that existed at the start of 2020 with the Covid-19 outbreak in Wuhan. There 
has also been negative pressure on the US dollar which has also contributed to the rise in China’s 
RMB/USD exchange rate.

Whatever you think about China, it’s hard to ignore the positive sentiment emerging from a large 
‘Covid free’ country, a growing economy, rising investment markets and a Government with a long 
term plan to stimulate consumption, innovation and investment in world class infrastructure.
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By all accounts, without gaining much media attention, large amounts of money are flowing into 
China and Hong Kong right now, particularly from large institutional investors in the US and 
Europe. I’ve heard this from friends in Hong Kong who are finding it hard to make sense of the 
contrast between the negative media reports they read over their breakfast to the large investment 
orders, usually placed by major American institutions, sitting on their desks by the time they arrive 
in the office.

Recently, the value of Chinese equities reached US$10 trillion for the first time since 2015 (an 
increase of US$3.3 trillion since March 2020) and the currency rose 3.9% in the last quarter, the
most in 12 years. It seems that the combination of new policies to encourage share trading, an 
easing of regulations to facilitate new listings, the increase in MSCI weightings towards China A 
shares, and a strengthening of the Chinese yuan are all having an impact in the rise of share values 
across the board.

But most importantly, according to the International Monetary Fund (IMF), China is the only 
economy in the world showing positive GDP growth this year (1.9% growth predicted for 2020) 
with a faster-than-expected recovery to 8.2% GDP growth in 2021.

China will soon become the largest economy in the world yet represents less than 0.5% of most 
investment portfolios. Large institutional investors are starting to redress the balance. We should 
all do the same.

If you are looking for some ideas to help you invest in the China growth story, here are some of 
the options:

Mega Trend - 20  October, 2020

Open a brokerage account in China and invest directly into China A shares in Shanghai 
or Shenzhen, or via Hong Kong’s Stock Connect

Invest in Chinese companies listed on foreign stock exchanges, notably in Hong Kong, 
US, UK, Australia etc.

Invest in Mutual Funds managed by local Chinese based fund managers based in China, 
or from overseas

Buy shares in the many Exchange Traded Funds (ETFs) which invest directly into Chinese 
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I hope you’ve had a good break over the holiday period and, assuming that you’re now back 
into work mode, I’m sure you’re ready for me to resume China Bites in 2021. I will be keeping 
at least one eye on China while the rest of the world is transfixed by the daily news and gossip 
from Washington as we brace ourselves for a new Presidency. You would be very brave to make 
predictions about how America will tackle the challenges and opportunities of 2021, but you can 
be a lot more certain about China.

Happy New Year 2021 - 18  January, 2021

stocks and allow you to select a mix of shares that suits your preferences (eg large caps, 
technology stocks etc.)

Invest in Mutual Funds which invest across Asia and Emerging Markets, including 
China, which enables you to diversify your exposure and access Asian companies who 
are benefiting from China’s growth but are listed in other markets (e.g. Singapore, India, 
Taiwan, Korea)

Invest in global multi-national companies with substantial business interests in China 
which are listed in mature and highly liquid overseas markets (eg New York, London etc.)
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China’s GDP growth rate will be at least 8.2% in 2021. Bloomberg calculates that China 
will account for 26.8% of world economic growth (substantially more than America’s 
estimated 16%) suggesting that China’s economic power, relative to both the US, Europe 
and the rest of the world, will grow massively.

China’s diplomatic and trade relationships with the rest of the world will improve for 
three important reasons:

President Biden will need to quickly reset the US-China relationship so as to 
stimulate US trade and America’s post-Covid economic recovery. Expect him 
to back off from some of Trump’s more extreme anti-China rhetoric and get the 
diplomatic relationship back on track as soon as possible.

European leaders will be keen to build on the opportunities arising from the
Euro-China “Comprehensive Agreement on Investment” which was hailed as 
“the most ambitious agreement that China has ever concluded with a third
country” having been signed off in principle on 30th December 2020. The 
timing of this announcement suggests that Europe is running its own race with 
China, independent of the US, and will protect its own interests by forging 
closer trade, investment and diplomatic ties with China.

Middle western powers (eg UK post Brexit, Australia, Canada and others) 
will need to urgently reset their diplomatic relationship with China to 
compete with the US and Europe in key areas (e.g. agriculture, technology, 
food, wine, education, tourism and some commodities) to avoid being 
squeezed out altogether.

Here is a short list of what we can expect from China this year:

China will become recognised as the leading e-commerce market in the world. The 
Economist ended last year by saying “the future of e-commerce is being staked out 
in China. Its market is far bigger and more creative than those in the West, with tech 
firms blending e-commerce, social media and razzmatazz to become online-shopping 
emporia for 850m digital consumers. And China is also at the frontier of regulation. 
The crackdown on Alibaba may be partly about settling scores, but it also looks likely 
to promote competition. For a century the world’s consumer businesses have looked to 
America to spot new trends, from scannable barcodes on Wrigley’s gum in the 1970s to 
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keeping up with the Kardashians’ consumption habits in the 2010s. Now they should 
be looking to the East.”

More positive news about China’s economic recovery comes from Reuters, who reported this 
week that “profits at China’s industrial firms grew for the eighth straight month in December, 
suggesting a sustained recovery as the manufacturing sector rapidly emerged from its COVID-19 
slump. Profits surged 20.1% year-on-year in December to 707.11 billion yuan ($109.40 billion), 
after rising 15.5% in November”. China looks to be well on track to deliver its projected 8% 
plus GDP growth rate in 2021, a sharp recovery by any measure, and providing a much needed 
stimulus to other countries who remain open to building trade, investment and diplomatic
relationships with the world’s second largest economy.

As my good friend, Tracy pointed out to me earlier this week, quite apart from providing 
opportunities to make money, “China is a great place. The people are great, the cities are 
great, the culture and history is great, and the food is great”. She’s right of course. It’s not 
all about money, politics and power. If you’ve lived in China, or spent any time there, you 
know that China offers so much more than what you read in the news headlines. The worst 
thing about 2020 was not being able to go there.

Beyond the Numbers - 29  January, 2021
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Consumerism in China
Chapter 3

China was the first country to go into lockdown, and thanks to some very strong, assertive and 
what, in some cases, looked like harsh and draconian measures, was the first to come out of it 
in April 2020. The first signs of recovery were seen from Chinese consumers who provided early 
indications that China was open for business by venturing out into the shops again, and this 
opened up a new window for foreign brands and product owners to swoop in again and mop up 
the pent up demand from cashed up shoppers. At the same time, the Chinese Government placed 
greater emphasis on domestic consumption to reduce China’s reliance on export markets (still 
grappling with the first wave of the global pandemic) and stimulate future GDP growth. This only 
accelerated an existing trend which I had been talking about in 2018/9 but even I was surprised 
by how fast China’s 400 million middle class consumers bounced back in the second half of 2020.



Whilst the Indian side of the population graph shows a fairly normal progression and only a 
modest ageing post 2020, the China side is all over the place!  As the commentary states “China’s 
one-child policy was implemented in 1979 - and although it became no longer effective starting in 
2016, there’s no doubt that the long-term demographic impacts of this drastic measure will be felt 
for generations”.

In the short term, China’s one child policy has created massive opportunities for foreign brands and 
businesses to focus on the extraordinary purchasing power of two cashed up and high spending 
consumer groups known as:

 1. Chinese Millennials
 2. Retiring/Ageing Entrepreneurs (known as ‘Baby Boomers’ in western countries who  
     were born during the 1950s and 60s)

What can you and your business do to target one or both of these two groups?

The stark differences between China and India, in terms of their demographic profiles, are well 
known but this animated infographic shows the dramatic changes that have, and will, take place 
over the 150 year period from 1950 to 2100. It’s hard to take your eyes off it!

Diverging Demographics - 30  January, 2020

56    Consumerism in China Chapter 3



  Consumerism in China    57Chapter 3

What’s the first thing you’re going to go out and buy when you’re allowed to go shopping again? 

I bet it’s not a black crocodile Birkin 30 handbag which was the first item on Atomniu’s list (she’s 
a KOL, influencer and social media star in China) who, according to her social media posts, spent 
nearly 1 million renminbi (US$142,124) on handbags, clothes and shoes on the reopening day of 
the new Hermès flagship store in Guangzhou.

According to WMD, “Hermès is said to have brought in at least 19 million renminbi, or US$2.7 
million, in sales on the reopening day of its flagship store in Guangzhou’s Taikoo Hui last Saturday. 
The single-day tally, believed to be the highest for a single boutique in China, offers a confidence 
boost for luxury brands who are eager to get tills ringing again after the coronavirus outbreak”.

See what you’re missing?!

Ringing the tills again - 24  April, 2020

The coffee market in China is really heating up. Who would have thought it would become such 
a keenly contested market but now we have a new player – Tim Hortons – a Canadian brand 
backed by Tencent (owners of the WeChat platform) which, according to Caixin will “upgrade 
its digital infrastructure and open more stores in the country, where coffee consumption still lags 
far behind that of North America and represents a big growth opportunity”. According to the 
CEO Tim Hortons stores will “use WeChat-embedded mini programs to improve the customer 
experience and boost sales in China, one of the world’s fastest growing coffee markets”.

Meanwhile, Luckin Coffee Inc, which listed on the 
Nasdaq in May 2019 with plans to open 2,400 stores, 
removed its CEO and COO “amid an ongoing probe of 
a massive accounting scandal”. Caixin reports that “the 
Chinese coffee chain disclosed in late April that nearly 
half the revenue it reported for the last three quarters of 
2019, or 2.2 billion yuan ($310 million), was fake. The 
company’s shares have been suspended for more than a 
month, following an 80% plunge in their value on news 
of the scandal”.

Coffee Wars - 13  May, 2020



The recent announcement from Beyond Meat (a Los Angeles-based producer of plant-based meat
substitutes, founded in 2009) that they plan to partner with Yum China Holdings Inc. to offer 
“Beyond Burgers” at selected KFC, Pizza Hut and Taco Bell locations in mainland China is 
interesting on a number of levels.

Firstly, while “meat alternative” food products are popular in the US and Europe, they haven’t yet 
taken off in Asian markets which offer enormous potential. It’s interesting that Beyond Meat have 
gone straight into China, rather than experimenting in the fast food outlets based in other Asian 
markets (e.g. Singapore, Hong Kong) as they might have done in the past. 

Secondly, according to Reuters, “KFC will offer the burger as a three-day limited offer at five 
locations across the cities of Beijing, Chengdu, Hangzhou and Shanghai”. Whilst nobody 
would be surprised to see Beijing and Shanghai on this list, it’s interesting to note the initial 
focus on the emerging second tier cities of Chengdu and Hangzhou, rather than the more 
obvious choices of Guangzhou and possibly Shenzhen.

I’ve talked to one or two chinese friends about this and it doesn’t surprise them because Hangzhou 
and Chengdu are gaining a reputation for being more focused on relaxation, lifestyle and the quality 
of life, rather than just work only. Being the home of Alibaba plus the romantic appeal of the West 
Lake, Hangzhou has become a cool place to live, travel and visit with new fancy boutique hotels 
offering unique experiences. Chengdu is in the heart of Szechuan Province and is also known for 
its food, bars, clubs and nightlife, and so this was an obvious choice too. They’ve clearly done their 
research.

Which all plays into the hands of Starbucks whose CEO recently reported that, despite the 46% 
year-over-year decline in revenue to $384 million during the second quarter, “Today, almost 100% 
of our stores in China are open, many with limited seating, reduced hours, and other safety 
protocols in place. Since we started reopening stores in late February, we have seen meaningful 
improvements in China comparable-store sales in commercial, residential, and office locations”. 

We’ll know that life in China is back to normal when Starbucks say they’re back to pre-Covid trading 
volumes.

Beyond Burgers -  3  June, 2020
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I’m sure you’re becoming aware of the increasing trend towards plant based food as an alternative 
to meats and I covered this issue back in June when I noticed that Beyond Meats (a US producer of 
plant-based meat substitutes, founded in 2009) had entered the China market. See Beyond Burgers.

Hot on their heels is v2food, a new Australian start-up which has raised significant capital from 
Chinese VC investors following the initial backing of the legendary Jack Cowin of Hungry Jacks 
fame (an Australian household name in burgers) and is now “insanely ambitious” in their plans to 
enter the Asian market, particularly China.

As we often say, China is not one market, its many markets. And it’s changing fast.

Plant Food Ambition - 22  October, 2020

Founder and CEO Nick Hazell 
shrugged off political concerns saying 
“people have squabbles you know, 
we need China and China needs us, 
we are business partners and saner 
minds will eventually prevail in where 
this thing all comes down.”

From what I can see, v2food has at least three of the four critical success factors to win in China: 1. 
A Deep Niche, 2. A unique Brand Story and 3. Financial Capacity. The fourth, Managing Cultural 
Differences will, as is common for foreign companies in China, be their biggest challenge.

I am grateful to my friends at China Skinny for alerting me to the latest trend in Chinese 
consumerism, the ‘Blind Box’, “where consumers purchase an unknown product from a 
brand for a set price. Xiaomi’s version involves a take on the classic lucky dip, where suitcase 
purchasers open their luggage to find a potentially-valuable product inside ranging from 
feature-packed smartphones to cute collectables”.

As they go on to say, “these are all tactics that have been around for generations globally, from

Blind Boxes - 10  June, 2020
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collectable baseball cards to lucky dip bags of sweets, but they are very much on trend in China 
at present. Chinese consumers have come to expect an element of surprise and delight with many 
things they buy and the blind box is proving to be an effective way of meeting that”.

As you can see from reading the full article below, China’s ‘Blind Box’ economy is delivering 
results: “Research last year found that nearly 200,000 consumers spent an average of ¥20,000 
(US$2,800) collecting blind boxes, with the top bracket spending as much as ¥1 million 
(US$143,000) to complete their sets. Tens of millions of others are tempted by collectables that 
come with purchases”.

Just another example of how old ideas are new again in China!

Intensive Parenthood - 18  June, 2020

Spare a thought for the young mothers of Shanghai who have to navigate the city’s “anxious, 
status-conscious middle class attitudes” when it comes to parenting and, in particular, competing 
for the limited number of places available in elite schools for their precious first born child. 

According to Shen Yang, an academic and socialist, “one kindergarten I looked into informed me 
that at least one family member must attend a six-month infant education program to even have a 
chance to interview for a place at the school. Even then, there was no guarantee of enrollment. The 
hour-and-a-half course met three days a week, and cost about 40,000 yuan ($5,600) total, or a little 
less than seven months of salary for the average Shanghai resident”

declines to disclose how these achievements are weighted. The application form also asks parents 
to write down their “family educational philosophy” and list the occupations and educational levels 
of the child’s grandparents, as well as any awards they may have won”

She goes on to say “since there are 
far more applicants than spaces, the 
admissions process is competitive. 
It prioritises families with members 
who’ve won international or national 
awards or who’ve made significant, 
officially recognized contributions to 
the city of Shanghai — even as it
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In a startling sign of the times, and an early indication of how education and career choices are 
likely to change in the future “compensation levels in China’s finance sector continue to lose ground 
to the tech industry, with the latest example being scientists and researchers who are now better 
paid than financial professionals” according to the South China Morning Post. “The average annual 
income for workers employed by companies in the telecoms, software and information technology 
fields reached 161,352 yuan (US$22,998) per person, followed by an average annual income of 
133,459 yuan in the scientific research and technical services industry and 131,405 yuan in finance”.

“The average annual wage in information technology was 1.78 times higher than the annual 
average for all industries, while the scientific research sector was 1.47 times higher, a sign that 
the country is now heavily investing in technology and scientific development. China is seeking 
ways to become technologically self-sufficient in domestic tech sectors such as semiconductors, 
5G and data centres as it fights a trade and technology war with the United States and tries to 
stimulate domestic demand to boost a slowing economy”.

I’m glad my academic qualifications weren’t scrutinised when my children were assessed for their 
school enrolment!

Career Choices - 16  July, 2020

Many international analysts, commentators and media outlets are pouring over the latest GDP 
data from China which appears to have caught everyone by surprise (on the upside). According 
to CNBC “The country’s GDP growth exceeded expectations, expanding 3.2% in the April to June 
this year compared to one year ago. Economists polled by Reuters predicted a 2.5% expansion. 
The second quarter GDP numbers also represented a bounce back from the first quarter’s 6.8% 
contraction on-year — the country’s first GDP decline since at least 1992, when official quarterly 
records started”. See chart below.

Of particular note is consumer sentiment which “remains relatively robust but uncertainty from 
the coronavirus pandemic still lingers, according to Tai Hui, Asia chief market strategist at JPMorgan
Asset Management. China may have missed analysts’ expectations in June’s retail sales numbers, 
but Chinese consumers ‘are still in reasonably good shape’. A ‘key issue’ remains over whether

Consumer confidence in China - 23  July, 2020
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Back in the second half of 1989, when Governments all around 
the world broke off diplomatic relations with China and the 
western media dismissed China’s potential as a future economic 
power, foreign companies continued doing business in China. 
In fact, many foreign companies either started or expanded 
their China business strategy at that time. 

Chinese citizens are ‘feeling more comfortable’ to travel domestically again, Hui said, pointing 
to increased chatter surrounding topics such as summer holiday bookings for Chinese tourists 
domestically. ‘We’re gonna see a little bit more signs of recovery in the consumer sector in the 
third quarter,’ particularly when some of the worst hit sectors and services ‘come back online.’”

With all the chatter around the world about “decoupling” and “diversification”, domestic 
consumer sentiment in China will be critical to local, as well as global, economic growth 
and we’ll be watching for signs of fiscal stimulus leading to an increase in retail spending 
and consumer confidence. Domestic consumption in China was increasing rapidly before the 
Covid crisis, and will be a major factor in pulling them out of it.

Beyond the Headlines - 29  July, 2020

Pierre Cardin in Beijing, 1979
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This didn’t do them any harm. In fact, these companies were welcomed by the local business 
community with open arms and are now amongst the foreign brands who can boast the longest 
track record in China:  

All of these global companies survived and prospered despite the geo-politics of the times and 
provide inspiration to foreign entrepreneurs who can see beyond the headlines at a potential 
market of over 1 billion consumers. The first foreigners to enter China in the coming months will 
also be welcomed by the local business community and, if they make smart decisions, will be the 
foreign brands we admire when we look back in 30 years time.

The China Daily concludes their review of this topic by saying “throughout the rise and fall of 
foreign enterprises in China since the reform and opening up, we found that foreign enterprises can 
only sustain competitive advantages in the Chinese market by carefully examining their Chinese 
development strategy from a global perspective and actively adapting to the new normal of China’s 
economy. Only in this way can foreign companies seize new opportunities in China”.

It won’t be easy for foreign entrepreneurs to be the first to make a move. It’s much easier to sit on 
the fence and wait. But that’s why leaders stand out.

Panasonic
Coca-Cola
IBM
GE
Pierre Cardin
Motorola

In a move that seems likely to create a bonanza for dairy farmers around the world, renowned 
Chinese doctors and even the Government have advocated drinking milk as a means to get more 
protein, a vital ingredient in building the body’s immune system and, most importantly, a potential 
shield against the dreaded COVID-19. According to China Skinny “this endorsement of dairy has 
stirred up a feverish debate online – whether to start the day on traditional steamed buns and 
congee (rice porridge), or to chow into milk, eggs and toast to ensure the family has the best 
chance of staying healthy”.

Pure by Nature - 30  July, 2020
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Bloomberg reports: “because of its large population, China is already second to the U.S. in dairy 
sales and is forecast to take the top spot by 2022. It’s also the third-largest producer of cow’s 
milk. Yet it has a lot of room to grow. Annual per capita consumption has risen to about 34 litres, 
according to China’s State Administration for Market Regulation — that’s still a fraction of the 100 
litres the average Australian consumes. By 2025, China’s government expects milk production to 
reach 45 million tons, 30 times what it was in 1980. That will mean dedicating more farmland to 
raising and feeding cows, both at home and abroad”.

What if the Chinese Government 
insisted that every school child in 
China (say 200 million or so) was 
required to drink a glass of milk 
every day?

When I see a headline saying that a foreign product is “flying off the shelves in China”, it certainly 
gets my attention, particularly during these challenging times of Covid19.

Tapping into what they see as “a formidable appetite for premium consumer goods in the 
Chinese market”, Australian owned and operated health and wellness company Meluka Australia 
are positioning themselves as a quality supplier of Australian native honey, a great example to 
other Australian SMEs who are still weighing up their options in China.

According to a report from Stockhead, Meluka have already sent two shipments of native honey 
products to China this year (in March and June) which were both sold out, and a third now in 
process. Most importantly, they have had no issues with freight, shipping and logistics services 
so far and their chinese distributor, Yandi Biotech (a leading Chinese green life and health care 
distribution company with over one million members in its distribution network) are performing 
well.

Around the Honeypot -  17  August, 2020
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This looks to me like a timely and useful case study for all premium food and health brands to 
consider in their deliberations about the merits or otherwise of doing business in China, particularly 
those worrying about political tensions and a potential consumer backlash, and a good reason to 
get on with it.

The key conclusions from Mark’s excellent presentation were as follows:

At a recent webinar on “Changing Consumer 
Behaviour in China”, Mark Tanner of China 
Skinny covered a wide range of topics and 
made important observations gained from 
their local research, together with regular 
discussions with foreign brands about their 
China strategy during this Covid period.

Changing Behaviour - 31  August, 2020

The ‘digital divide’ between young and old has dramatically reduced to almost nothing. 
Older consumers have embraced digital online platforms when evaluating brands and 
making purchasing decisions and this is creating opportunities for foreign brands to 
deliver new marketing messages aimed at the “silver” market.

A new growth opportunity for foreign companies arises from a greater emphasis on 
“Reflection and Purpose” as an important factor in buying behaviour, especially amongst
younger consumers who have also been suffering mental health issues (a relatively new 
condition in China). With the growth of live streaming, global experts and training 
providers in this area now have an opportunity to offer their expertise in the China 
market, and foreign brands are re-positioning their messaging to appeal to aspirational 
consumers seeking a higher purpose in their product choices.

Global geo-politics is having an impact on perceptions and brand choices. New 
Zealand, Japan and Germany are creating positive perceptions, whilst Australia, UK, 
Canada and USA are negative. Whilst there is no research yet to measure the actual 
difference between perceptions and actual buying behaviour, this is causing foreign 
brands from countries with a poor perception rating to rethink their messaging and 
play down their country of origin

  Consumerism in China    65Chapter 3



It’s important and necessary to communicate all the time with distributors and local 
partners and to assure customers of your ability to meet their supply requirements, 
respond to new challenges, and be flexible and adaptable . Despite being unable to 
travel and meet in person, many foreign brands are finding that their chinese partners 
and distributors are reacting positively to zoom meetings and regular messaging on 
wechat etc.

This year of Covid keeps throwing up more and more strange contradictions. With all of us 
stressing about the Australia-China relationship and worrying about economic coercion, 
decoupling and trade disputes, recently listed Bubs Australia has, according to Food and Drinks 
Business, “completed a share placement, raising $28.3 million to go towards its expansion into 
China. The institutional placement was heavily oversubscribed, with shares priced at $0.80 per 
share. Bubs said several new institutional and sophisticated investors from Australia and over-
seas joined existing institutional shareholders in the placement. Bubs founder and CEO Kristy 
Carr said the company’s first priority will be to progress its strategy to accelerate SAMR registra-
tion for China manufacture of Bubs Goat Infant Formula made from 100% Australian goat milk”.

Describing themselves as “Australia’s only vertically integrated producer of goat milk formula, with 
exclusive milk supply from Australia’s largest milking goat herd and a sustainable supply of locally 
sourced fresh goat milk from Australia’s largest herd of milking goats”, Bubs look to me like the type 
of specialist supplier in a deep and vertical niche that should do very well in China, not forgetting 
their potential within the Asian region as a whole.

Many of my friends in the Australian wealth management sector remember me suggesting that 
they take a look at Blackmore’s shares during a presentation on China’s Five Year Plan at a national 
roadshow hosted by Colonial First State in 2011. So, at 80 cents, I’d be tempted to start researching 
Bubs Australia.

Bubs in China - 7  September, 2020

I am pleased to have been invited to write articles for “Inside FMCG” magazine on the opportunity 
for companies in Australia’s FMCG (‘fast moving consumer goods’) industry to do business in the

Old Fashioned Relationship-Building -  26  August, 2020
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world’s second largest economy and fastest growing consumer market.

McKinsey have recently released their China Consumer Report 2021 titled “Understanding Chinese 
Consumers: Growth Engine of the World” which, as usual, offers some great insights and, at 158 
pages long, is packed with relevant facts, data, statistics, graphs and ideas for the future.

McKinsey China identify five key consumer trends for 2021:

1. Digitisation
Digital tools become increasingly popular solutions, expanding from B2C to B2B

2. Declining global exposure
Rising importance of domestic markets, technology, and capital.

3 Rising competitive intensity
Technology and agility drive winners to capture the lion’s share of industry value.

As often mentioned, relationship-building is critical and I emphasise this in my July article: 
“despite the importance of developing a compelling online presence, China still does business the 
old-fashioned way, which requires new foreign entrants to spend time and effort developing local 
relationships with distributors, influencers and advocates on the ground. Developing long-term 
personal relationships with local business partners who you can trust and depend on to promote 
your brand and represent your best interests in China, is as important today as it ever has been”.

Amongst all the lessons we’ve learnt so far 
during this Covid period, it’s highlighted 
the importance of having a fully formed 
China strategy to support your business 
activities in China, rather than a series of 
tenuous relationships with distributors 
and e-commerce consumers which can 
quickly disappear when the going gets 
tough.

Consumer Trends 2021  - 19  November, 2020
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4. Consumers come of age
Consumers (especially the young) are becoming more prudent and health-conscious.

5. Private and social sectors step up
The private sector plays a stronger socio economic role, while the social sector rises.

There’s so much to read, and so many insights, but I think their final 
words sum up the way I feel about China in 2021 after reading this 
report: “Our clients often ask us, “What is the next China?” This special 
edition report makes one thing clear: There is no “next China”. China’s 
economy is unique, and is set to retain its preeminent role as the engine 
of global consumption growth post-pandemic. Companies will require 
a focused strategy if they wish to continue playing a part in what many 
would argue is the world’s most exciting consumer story”.

I’ve often thought that we spend too much time worrying about what China thinks of other 
countries (especially the one we happen to live in!) when the stark reality is that the health of 
their domestic economy, and the wellbeing, prosperity and safety of their own people, occupies 
at least the first 10 major items (if not the first 100) on the priority list for the nation’s leaders. 
This is especially the case during a global pandemic, and at a time when their leadership is being 
constantly criticised by foreign media and politicians around the world.

So it’s not that surprising to find that Morgan Stanley have recently revised their forecasts to show 
that Chinese domestic consumption is set to double in the next 10 years. According to a new
report, “by 2030, China’s private consumption is set to reach $12.7 trillion, about the same amount 
that American consumers currently spend, and is up from the forecast three years ago of $9.7 
trillion, and the $5.6 trillion Chinese consumers spent in 2019. Spurring this expected growth are: 
greater government emphasis on policies to support the domestic Chinese economy, increases in 
household income, further growth of urban areas, and changes in technology and demographic 
shifts.”

There won’t be many other countries in the world projecting a doubling of consumer spending in 
only the next 10 years.

Doubling Up - 9  February, 2021
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Going Digital
Chapter 4

There can be little doubt that of all the new trends that emerged in 2021, the rapid rise in the take 
up of digital technology was the most dramatic, with literally millions of people forced to embrace 
working from home, video conferencing, live streaming, webinars and online shopping. All of these 
technologies and ideas were well developed before the global pandemic, and were being embraced 
to a certain extent by the early adopters, but now they became mainstream.

But rather than simply playing ‘catch up’ as occurred in many other countries, China seized 
the moment to leap a generation and skip rapidly into the future, fuelled by young millennials 
shopping on their smartphones, school age children attending remote classes from their homes 
and the rollout of fast 5G broadband which was already well advanced even before the start of 
2020. At the same time, innovative and visionary entrepreneurs galvanised their hard-working 
teams to launch new brands, apps and digital technology and, by the end of the year, China was 
leading the world in the global digital revolution. 

As was mentioned by the Economist magazine in their end of year review, “for a century, the 
world’s consumer businesses have looked to America to spot new trends, from scannable barcodes 
on Wrigley’s gum in the 1970s to keeping up with the Kardashians’ consumption habits in the 
2010s. Now they should be looking to the East.” This will surely be the most dramatic, and possibly 
unexpected, outcome of the Year of the Rat.



One of my favourite quotes from former US President, John F Kennedy is: “the Chinese use 
two brush strokes to write the word ‘crisis.’ One brush stroke stands for danger; the other for 
opportunity. In a crisis, be aware of the danger – but recognise the opportunity.” And so it is 
that, during this major health crisis in China, one sector is enjoying a massive boom – online 
education.

According to Bloomberg, “Chinese online education companies are stunned at their good fortune. 
What was a fiercely-competitive, cash-burning market segment is now one of the few business 
winners from the health crisis. Eric Yang, founder of the Shanghai-based iTutorGroup, said the 
number of online classes taken on its platforms was three times more than the previous year 
during the first ten days of February. Growth was especially rapid in smaller mainland cities where 
more students already relied on offline tutoring classes. “The coronavirus is redefining the online 
education sector,” Yang said. “I expected online classes would surpass physical tutoring businesses 
in three years, but now I think the turning point will come much earlier.”

In the meantime, spare a thought for the stressed out parents, whose kids are trapped at home, 
studying in their bedrooms, attending online classes and wishing they could be anywhere else! As 
the article concludes “for kids already steeped in the digital age, the addition of one more screen to 
their daily lives might be more seamless than for their bedraggled parents”.

I don’t need to tell you that online learning and ‘edtech’ is one industry that is going to benefit 
greatly from the current crisis, and no more so than in China. According to Silicon Dragon, “edtech 
is increasing globally by about 11% annually and projected to reach $341 billion by 2025, according 
to HolonIQ in its Global Education Outlook. China’s market is growing the fastest worldwide, by 
20% per year. The sector has been attracting loads of venture capital investment, reaching nearly 
$1.7 billion in 2019 across 105 deals in the U.S., according to edtech tracker EdSurge. China claims 
four of the five largest edtech investments in the world”.

Why would you send your children to expensive schools and universities around the world, not 
to mention all the spin off costs (accommodation, travel and living expenses) when you can keep 
them at home and get access to the best that the world has to offer via online learning?

The online education boom - 2  March, 2020

Growth of online education - 2  April, 2020
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“One beneficiary of this trend is China 
Online Education, otherwise known as 
‘51Talk’. The Beijing-based company that 
is listed on the NYSE has been growing 
very fast. It’s poised to continue on that 
growth curve as awareness grows about 
how online learning can work. Other 
contenders in this space in China include 
AI-driven edtech company LAIX and 
VIPKid which I visited earlier last year”.

This is going to be a major area of change and growth when this is all over.

If I asked you to name the two online platforms that have experienced global exponential growth 
during the Covid19 crisis, you would probably say TikTok and Zoom. Am I right?

These are great examples of Chinese innovation which have enjoyed a significant boost from the 
unexpected effects of the global pandemic of 2020.

Tik Tok
According to Forbes, ”TikTok is owned by Byte Dance of China. Byte Dance is a private company 
with many reports that it is worth $100B and beyond. Byte Dance runs a similar service to TikTok 
in China, Douyin, which was launched in 2017. TikTok was launched outside of China in 2018 and 
merged with Musical.ly, another company owned by Byte Dance, that year. TikTok was the most 
downloaded, mobile, non-game app worldwide in January and February this year. There are over 
800M worldwide users. In China there are 400M users which doubled in one year”. 

Zoom
Owned by Eric Yuan (aged 49) one of only a handful of Chinese Americans to lead a major Silicon 
Valley company, Zoom had one of the most successful IPOs this year (rising 72% on its first day of 
trading) and is now worth US$35 billion. According to Business Insider “usage of Zoom has grown 
1,900% since December as schools, universities, and workplaces have shifted online as authorities 
across the globe have asked people to embrace social distancing in order to slow the spread of the 

TikTok and Zoom - 28  May, 2020



I recently asked my old friend, Craig Rispin for the three pieces of advice he would give to foreign 
SMEs seeking opportunities to tap into China’s massive commitment to innovation – particularly 
with 5G and Internet of Things (‘IOT’) in mind. His answer was simple:

Engage
Engage
Engage

He’s right of course. I’ve visited and led delegations to the Headquarters of all the major innovation 
players in China (Alibaba, Huawei, Tencent, BYD, ZTE etc. etc.) and they couldn’t have been more 
open, friendly and ready to engage with entrepreneurs from overseas who were interested in 
collaborating with them to develop new applications, products and ideas. The scale, size and power 
of these big companies is often scary to foreign SMEs and these opportunities were often missed. 
But that’s our fault, not theirs.

Next time you’re thinking about how to develop a strategy for China, start with ‘engage first, 
execute later’. You’ll be surprised at how willing the Chinese are to work with you (even now!).

We are living on the edge of a ‘fourth industrial revolution’, the topic of a book by Professor Klaus 
Schwab, Founder and Executive Chairman of the World Economic Forum, which is “fundamentally 
changing the way we live, work and relate to one another. It is characterised by a range of new 
technologies that are fusing the physical, digital and biological worlds, impacting all disciplines, 
economies and industries, and even challenging ideas about what it means to be human”.

We’ve all known for a long time from sci fi movies that technology (e.g. Artificial Intelligence (AI), 

novel coronavirus”. I am sure you are now a regular user yourself.

A few years ago I used to say on stage to audiences that “the next Steve Jobs would come from 
China” and this usually got a (nervous) laugh. I don’t think anyone’s laughing now!

Engage First - 24  June, 2020

Creative Innovation - 28  June, 2020
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the Internet of Things (IOT), Robotics etc.) will change our lives in ways we can’t even imagine 
yet, and it seems that much of this will be enabled by 5G which, by all accounts, will have been 
fully rolled out in China by the end of this Covid-stricken year. Craig estimates that 5G represents 
a $12 trillion business opportunity by 2026 and encourages everyone to work out how they can 
get involved. The successful businesses of the future will be small, flexible, nimble and “creative” 
(described as “innovation applied for commercial gain”).

If any of this is even half right, you have to agree that China is well positioned to take advantage. 
China is already investing in innovation, scaling up quickly and boosting creativity, without the 
burden of legacy systems and (dare I say it) 3 to 4 year election cycles which inevitably slows down 
the creative process and (worse still) prevents long term planning and visionary leadership. And, 
unlike some other countries, China is very open to engaging with foreign entrepreneurs who are 
willing to commercialise their ideas and innovations in the world’s second largest economy.

Source: Craig Rispin, Future Trends Group

I don’t know exactly when I’ll be able to go back to China but I’m pretty sure that, when the time 
comes, I’ll have the option to travel in the back of a driverless car.

Driverless - 17  September, 2020
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Gary Liu of the South China Morning Post presented the China Internet Report 2020 and outlines 
the 3 key internet trends in China which are:

Trend 1 – Covid 19 will have a lasting impact on China’s Tech Sector
Online media consumption in China has increased by 30% over the past 12 months which is 
transforming many industries, especially education (which has seen an increase of 79 million 
users during the Covid period) and healthcare. This creates, amongst other things, opportunities 
for global content and educational providers to deliver training and coaching to literally millions of 
Chinese people. Do you know anyone who might be interested in doing that?

Trend 2 – 2020 will be the Year of Mass Adoption for 5G in China
By the end of this year, China is expected to have 160 million people accessing their new 5G 
network, meaning that they will access internet download speeds which are 100 times faster 
than 4G. Apart from the obvious advantages of increased speed, 5G is the backbone of the ‘next 
quantum leap in technology’, especially in the development of new smart cities (e.g. self-driving 
cars, smart buildings, remote surgery etc.) and China is off to a running start. Do you know 
anyone who might be able to take advantage of this?

Trend 3 – Live-streaming continues to evolve and expand in China

Why Self-Driving Cars Are Getting a Boost In China, it seems that Chinese start up companies 
are “using the time that the pandemic has bought them to get ahead” with the development 
and testing of self-driving vehicles, resulting in a doubling of their existing driverless fleet, with 
a particular focus on Shanghai and Shenzhen.  

According to the WSJ, “the urgency to limit face-to-face interactions during the pandemic has also 
helped companies to raise US$1.4 billion this year” with new startup, AutoX at the cutting edge 
of these developments. In addition, the Chinese Government have confirmed their own support, 
saying that “one-third of all cars produced in China should be self-driving by 2025”.

Quite apart from the benefits of driverless taxis and ride-sharing services, perhaps the greatest 
application for driverless technology is in the world of ecommerce, with self-driving trucks, delivery 
carts, vehicles and drones being increasingly used to meet the rising consumer demand.

China Internet Report - 12  July, 2020
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Live-streaming is being used by all kinds of traditional industries to increase sales, especially in 
health and beauty products (which lends itself well to video demonstrations and promotions) but 
also in real estate, cars, travel and home appliances. With a smartphone and a product, service 
or message to sell, you can now reach 613 million consumers (a market size of $16.3 billion) via 
live-streaming. Do you know anyone who could do this?

China’s tech industry is BIG and getting BIGGER. With 900 million regular internet users, these 
innovations and evolutions will only grow faster. And the good news is that it’s all “open source” 
i.e. anyone can access it if they have something of value to sell.

McKinsey in China have done a 
typically good job of highlighting 
some of the pre-existing consumer 
trends in China which have only 
accelerated as a result of COVID-19, 
and are now placed on “fast forward”. 

These five trends are:

These are all important but the first one, “digitisation” is, in my opinion, the most important and 
relevant for foreign entrepreneurs and SMEs seeking a new market entry point in China.

According to McKinsey “before COVID-19, China was already a digital leader in consumer-facing 
areas – accounting for 45% of global e-commerce transactions while mobile payments penetration 
was three times higher than that of the US. Consumers and businesses in China have accelerated 
their use of digital technologies as a result of COVID-19. Based on our mobile surveys of Chinese 
consumers, about 55% are likely to continue buying more groceries online after the peak of the 
crisis. Nike’s first-quarter digital sales in China increased 30% year-over-year after the company 

Fast Forward  - 21  September, 2020

Digitisation
Domestic Consumption
Competition
Maturing Consumers
Social Awareness
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launched home workouts via its mobile app, while property platform Beike said agent-facilitated 
property viewings on its virtual reality showroom in February increased by almost 35 times 
compared with the previous month”.

The way I see it, the traditional (physical) barriers to entry in China are being removed as a result 
of digitisation. If you have a product, service or idea which will resonate with Chinese consumers, 
you can now ‘live stream’ directly into their bedroom or home office. So what are you waiting for?

Alibaba’s annual Investor Day is always a keenly anticipated event for anyone looking for clues as 
to the direction of China’s largest and fastest-growing e-commerce company and the health of local 
domestic consumption which, like many countries during the Covid crisis, has seen a rapid move 
towards shopping online.

Chairman and CEO Daniel Zhang said “in the midst of so many uncertainties, the future of 
digitalisation is the biggest certainty we can see. Digitalisation is the biggest opportunity of our 
time. Digitalisation is being embraced by consumers, manufacturers, retailers and brands across 
China’s economy.”

A quick glance at the number of users across Alibaba’s numerous digital platforms provides plenty 
of evidence:

China Retail Marketplaces – added close to 119 million MAUs (monthly active users) while the 
number of annual active consumers reached 742 million in the last quarter.

B2B – 1688.com has 920,000 paying members and 41 million active buyers (domestic) Alibaba.
com has 190,000 paying members and 26 million active buyers (international).

Supermarket chains – Freshippo reported that its annual active consumers have exceeded 25 
million. It’s also expanded its footprint from 159 stores to 227 stores in the past year

Local Services – Covid-19 has also accelerated the growth of Alibaba’s local services platforms,
which now has a user base of over 290 million

Going Digital - 8  October, 2020
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Cloud Services – Alibaba Cloud has the largest market share in Asia Pacific and China with 3 million
paying customers

It’s hard to see any of these trends reversing when the global pandemic is over.

When I grew up, my parents told me to be very careful with credit cards and so I hardly used 
them at all. When I did, I paid them off almost immediately and never beyond the due date. 
When I moved to Australia in 1995, I was surprised to find that you couldn’t survive without a 
credit card. The whole payments and retail shopping experience was dominated by credit cards, 
status upgrades and the collecting of reward points and, whilst you paid extra for the privilege of 
‘paying by credit’, you could use your points to pay for your next international flight or hotel bill. 
In no time, you found yourself amassing large credit card bills and having to remember to pay 
them off before the due date, and a new credit industry was born which is only now starting to 
be dismantled by new fintech disruptors.

Credit Culture - 28  October, 2020

When I started travelling regularly to China in the early 2000s, I was surprised to find that credit 
cards were virtually non existent. On one famous occasion, I hosted a large and noisy dinner party 
in a popular restaurant down one of the narrow hutongs in Beijing and was horrified to find that

 Going Digital    77Chapter 4



You know you’re approaching the end of the year when it’s time to start talking about “Singles 
Day”, China’s version of ‘Black Friday’ which falls on 11th November each year (“Double 11”) and, 
since it was first introduced in 2009 to celebrate singledom or bachelorhood, has become Alibaba’s 
flagship shopping event of the year. You’ll remember that Singles Day 2019 broke all previous 
records and, with China’s retail sector recovering from the pandemic, this year’s will be closely 
watched for more signs of China’s economic recovery.

According to Fortune “while China’s economy has seen a remarkable recovery from the COVID-19 
pandemic, exports and government spending on infrastructure are largely responsible for the 
comeback. Consumer spending has yet to make a significant return. Retail sales returned to 
growth only in August, rising 0.5% over last year; September growth clocked in at 3.3% versus 
2019” meaning that Singles’s Day 2020 is more important than usual.

To kick things off early, “Alibaba introduced a second sales period, from Nov. 1 to Nov. 3, 
increasing opportunities for consumers to pick up cheap deals. According to Alibaba, shoppers 
spent over $1.49 billion on goods within the first 111 minutes of sales on Nov. 1, with the first 
delivery taking place at a suspiciously precise 11 minutes past midnight. That spending seems
slow compared with last year, when Alibaba said merchants sold $1 billion of goods within the 
first minute of Singles’ Day sales”. 
 

All eyes on Singles Day 2020 - 30  October, 2020

they only accepted cash when the bill arrived. After sending my guests out into the night to find 
ATM machines, I never made that mistake again. It meant I had to get used to carrying plenty of 
cash around.

In China, if you had a credit card it implied that you didn’t have the money to pay and so cash 
and debit cards became the only acceptable method of payment. As a result, China skipped 
over a whole generation of finance, credit cards and merchant facilities and went straight to 
smartphone-based digital payments. Today, most businesses in China, whether a fancy hotel, a 
roadside fruit stand or a beaten up taxi, accept digital payment via smartphone apps, in particular 
Alipay and WeChat, and China is moving rapidly towards becoming a cashless society. To accept 
a payment, all you need is a QR code and, instead of carrying wads of red RMB100 notes, all you 
need is your smartphone. Now the rest of the world is catching up fast.

78    Going Digital Chapter 4



As flagged in last week’s “All eyes on Singles Day 2020”, Alibaba declared a new record of RMB467 
billion for their Singles Day campaign ending at midnight on 11th November 2020 (a campaign 
which was extended to 11 days this year, having opened on 1st November) and still broke last 
year’s record (RMB 268.4 billion yuan) during the 24 hour shopping extravaganza on Singles Day 
itself, setting a new record of RMB372.3 billion.

Alibaba said its Singles’ Day campaign this year covers 2 million new products on its platforms, 
twice the number from last year. According to the SCMP “About 342 brands – including 
smartphone giants Apple, Huawei Technologies, Xiaomi Corp; sportswear vendors Nike and 
Adidas; and skincare specialists L’Oréal, Estée Lauder and Lancôme – each surpassed RMB100 
million in GMV on Alibaba’s platforms as of 12:35am on Wednesday based on data from 
November 1. Some 13 brands each surpassed RMB1 billion in GMV during the same period”.

Record-Breakers - 12  November, 2020

Of significant note is the shift toward online 
shopping which has taken a major leap forward 
in 2020. According to Accenture, “an anomaly 
named Covid-19 has had such a profound 
impact on all aspects of a consumer’s life that 
the rules of the game have changed much faster 
than anticipated. These shifts are having a major 
impact on shopping behaviour. We’re seeing the 
digital ‘shelf’ becoming the primary shelf, if not 
the only shelf, in some Asia-Pacific markets.”

It’s time for us baby-boomers to get with the program!

Before 2020, when travel was easy and diplomatic relations were cordial, I placed great emphasis
on the need to build trusted relationships on the ground in China as the foundation of a successful 
market entry strategy.

Whilst relationship-building is still important, and nothing much has changed in this respect, it will 
be some time before we can travel again so, in the meantime, we have no choice but to go down the

Going Digital in 2021 - 19  January, 2021
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digital route and tap into the significant advances in China’s world class e-commerce infrastructure.

According to Alibaba, the product categories that attract the most attention from Chinese online 
consumers are:

Beauty
Personal Care
Fashion
Pets
Home, Mother and infant
Food
Health Supplements

It is critical for all product and brand owners in the above categories (and others) to develop an 
online marketing strategy to tap into the strong consumer demand for these products amongst 
China’s 850m digital consumers. From January to November 2020 (11 months), China’s online 
retail sales reached RMB10,537.40 billion (USD1.6 billion), a year-on-year increase of 11.5%, and 
forecasts for 2021 suggest that we will see further advances this year. And don’t forget that China 
has announced that it expects its imports to grow by USD22 trillion over the next 10 years.

The future of China’s retail market is all about e-commerce. Online consumers in China are already 
spoilt for choice in terms of platforms, products, electronic payments and same-day delivery, and 
new innovations are being launched literally every day. Even before the Covid-19 pandemic, China 
was placing huge emphasis on the growth of their digital economy and this only accelerated in 
2020. China’s online retail sales increased by approx. 12% last year, despite the period of intense 
lockdown in the first half of the year, and it is expected that e-Commerce sales in China will exceed 
bricks-and-mortar retail in 2021, the first time this has happened anywhere in the world. All the 
latest forecasts suggest that we will see further advances in 2021.

Much of this growth is now being fuelled by the implementation of new technology on a 
massive scale, including live streaming, LED and holographic display technology, autonomous 
vehicle technologies, augmented reality and the integration of the social ranking system into the 
algorithms that influence consumer behaviour.

Spoilt for Choice - 23  February, 2021
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The Economist magazine kicked off 2021 with their leader “Why retailers everywhere should look 
to China”, saying “it is in China, not the West, where the future of e-commerce is being staked out. 
Its market is far bigger and more creative, with tech firms blending e-commerce, social media and 
razzmatazz to become online-shopping emporia for 850m digital consumers”.

At the same time, China’s Government has made strong commitments to building world class 
digital infrastructure, including the large scale rollout and adoption of China’s 5G network, 
major ‘big data’ development initiatives and new cybersecurity laws and regulations. This will 
place China at the leading edge of e-commerce and digital marketing, a fact that is now widely 
acknowledged and understood around the world.
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Stars and Stripes
Chapter 5

It was hard to focus on China in 2020 without keeping at least one eye on America during an 
election year when the US-China relationship was never far from the front pages. In particular, 
with US President Donald Trump seeking re-election in November, and US-China trade tensions 
bubbling along in the background, I found myself almost pleading with the American people to 
return to a more ‘normal style’ of Presidency so that the US-China relationship could return to a 
more steady footing and the rest of the western world would stop having to “choose” between 
two strong economic powers. Time will tell how this will turn out but it seemed to me that the US 
Election Result, which eventually went to Biden, would be a defining moment in 2020.



If there’s one thing we really need right now, it’s 5G. Just imagine how much better those zoom 
calls would be, not to mention those movie downloads, if your broadband connection was 20 
times faster than it is now. So it’s interesting that The Economist has chosen this moment to touch 
on a topic that we associate with pre-coronavirus times, the dispute between Huawei and the US 
President: “The Chinese firm keeps on growing; the rollout of 5G in China continues apace; and 
most of America’s allies have so far ignored its entreaties to ban Huawei gear entirely from their 
national 5G networks on security grounds”.

As the Economist goes on to say “The problem with America’s strategy is that it is trying to win 
today’s “tech cold war” with yesterday’s arsenal. In effect it is trying to build an impenetrable wall 
around Huawei by any means necessary. This is a fool’s errand in a hyper-connected world in which 
technology and talent can flow freely. It only provides extra incentives for Huawei – and China – to 
become technologically self-sufficient. If America wants to win the race to 5G and, more generally, 
the battle for digital supremacy, it needs a new approach. Happily, the country’s own technology 
industry points the way: it has thrived on openness, software and a healthy balance of competition 
and co-operation. And that approach is at last now being applied in telecoms”.

With the conclusion that this current crisis is a good time for some new thinking, the article 
concludes: “America will either pursue a tech cold war with an uncertain outcome, or help create 
an industry of the kind that American tech firms understand and have thrived in – letting Chinese 
companies join in only if they follow the rules”. Remember those words. In my opinion, this is the 
blueprint for a more peaceful, collaborative and interconnected world after this is all over.

On top of all of the other social and economic disruption caused by Covid19, it’s especially 
unfortunate that, at the same time, we have to bear the instability and craziness of a US 
Presidential election. I once heard Tom Hanks refer to it as ‘the circus coming to town every 
four years, with trapeze artists, jugglers, clowns, bright lights and loud music’.

Anyone who has watched “The Loudest Voice” will understand the important role played by Roger 
Ailes before he died to bolster the conservative side of politics with Fox News which led to the 
surprise election of President Trump and the nationalism/populism that followed. And so it’s

The Politics of 5G - 28  April, 2020

The Circus comes to town - 9  May, 2020
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important to understand that, for the next few months, US politics will be dominated by the 
campaign to get Trump re-elected, or for Biden to take over. Without a booming economy and 
rising stock market to point to, the Trump campaign needs to stir up his nationalist/conservative 
base and the tried-and-tested formula of demonising a foreign power (e.g USSR, Saddam Hussein, 
‘Axis of evil’, Al Qaeda from past campaigns) is resulting in a full throttle attack against China.

It’s important for the rest of the world to see this for what it is, and to stay out of it, and for China, 
in particular, to react calmly and rationally. Unfortunately, there hasn’t been much of this lately. 
Former Australian PM, Kevin Rudd sums up the situation well in this article “The Murdoch media’s 
China coronavirus conspiracy has one aim: get Trump re-elected” which comments on the latest 
media scoop (the “Wuhan laboratory leak” thesis) but there will no doubt be many more leaks, 
scandals and accusations to come between now and November. Strap yourself in!

While this madness is going on, it’s important for calm heads to prevail in all Governments around 
the world, especially in China.

In a typically balanced and well constructed article, the Hinrich Foundation have spelt out the 
issues in simple terms “Beyond the trade relationship, the pandemic itself has become a landmine, 
threatening to blow-up the broader bilateral relationship. As the death toll and economic costs of 
the pandemic continue to mount, unusually harsh recriminations have been on the rise”. 

The conclusion is depressing: “For the remainder of the year, the best we can hope for is a holding 
pattern that limits unnecessary collateral damage to both countries and indeed the world. Cooler 
heads in Washington and Beijing need to work below the political radar to temper extreme policy

I don’t think anyone would disagree that, 
being a US election year, 2020 was always 
going to be about getting President Trump 
re-elected (or not), a point I made in May in 
“The Circus comes to Town”. Unfortunately, 
what was always going to be a destabilising 
and destructive process has now turned really 
ugly due to the global pandemic.

Ugly Politics - 17  June, 2020
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options and keep the focus on successfully managing a challenging but necessary partial economic 
decoupling between the two countries”

As the Internet grew and developed in the 1980s, China (being a fraction of the size it is today) 
saw the need to control the flow of information available within its borders so created the “Great 
Firewall of China” which we all know about today. As a result, American companies like Google, 
Amazon, Ebay, Facebook, Youtube, Apple and Twitter, who were unable to comply with China’s 
censorship rules, were replaced within China by local Chinese startups who have grown into the 
big household names we know today: Baidu, Alibaba, Tencent, Wechat, Weibo, Huawei and now 
Tiktok.

Until relatively recently, the only major problem caused by China’s firewall was that it forced foreign 
companies to familiarise themselves with new local platforms and brands when doing business in 
China. This was manageable. But now we have the problem that these big chinese companies are 
going global and its raising concerns about data security and Chinese influence.

The problem we face today is nicely summed up by the Interpreter: “China’s internet regulations 
– although initially driven by the perceived need to control the internet within its borders – have 
created a series of barriers that have actively placed most foreign internet firms at a disadvantage, 
making room for the growth of domestic tech titans like Alibaba, Tencent and ByteDance. As these 
firms have become international, they have benefitted from the scale and resources provided by a 
large and closed domestic market, while also entering the more open global digital environment. In 
other words, China’s tech firms are playing a poker game in which everyone else’s cards lie face-up 
on the table, while they continue to hold theirs close to their vest. In such a situation, all other 
players at the table have little choice but to hide their own cards as well”.

With the US threatening to ban all Chinese technology companies operating in the US, and the 
pressure being placed on western allies to follow suit, we’re going to be hearing a lot more on this 
topic in the months and years ahead.

Playing Poker - 26  July, 2020



America doesn’t have a “China Strategy”. It has a 
“China Attitude”. That’s one of the problems with 
a liberal democracy. Long term planning is generally 
confined to short term election cycles, resulting in 
an ideological conflict between the “hawks” (who 
are usually more focused on threats and security) 
and the “liberals” (who are generally more interested 
in reform and change)

China joined the WTO in 2001, nearly 20 years ago. Over this period we have observed several US 
administrations with very different attitudes towards China:

The liberals in the Clinton administration (1993-2001) believed that, as China prospered 
and became wealthier, there would be internal pressure within China’s Communist Party 
to reform into a regime that started to look more like a western liberal democracy. It 
seems they didn’t read their history books!

The hawks in the Bush administration (2001-2009) were more focused on military 
action in the Middle East after the 911 terrorist attacks, leaving China under President 
Hu Jintao (2003- 2013) to progress a long term economic strategy without much 
international scrutiny or push back.

The liberals in the Obama administration (2009-2017) talked about making a “pivot” 
and “rebalance” towards Asia but, without bipartisan support, they were unable to 
develop a meaningful strategy. In the meantime, China under President Xi Jinping (from 
2013) advanced China’s long term military and trade agenda with no meaningful 
resistance or objections from the US, and built long term economic and trade alliances 
within the Asia Pacific region, in central Asia and in continental Africa.

Since 2017, under President Trump, the hawks have returned to point out the threats 
and dangers of China’s long term ascendancy. This has created a knee jerk reaction 
from the President who, without economic success after a global pandemic, believes 
his re-election prospects will be enhanced by being “tough on China”. It remains to be 
seen what US policy towards China will emerge in the post Covid economy of 2021, 
and whether the hawks will have to give way to the liberals once again.

Hawks v Liberals - 5  August, 2020
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Meanwhile, China continues to pursue its long term strategy towards “the Chinese dream 2049”
which was described in 2013 as “achieving the “Two 100s”: the material goal of China becoming 
a “moderately well-off society” by about 2020, the 100th anniversary of the Chinese Communist 
Party, and the modernisation goal of China becoming a fully developed nation by about 2049, the 
100th anniversary of the People’s Republic”.

The “Two 100s”? – now that’s a long term strategy! 

When I attended the CKGSB CEO Program in China last year (seems like a decade ago now!), one 
of the highlights for me was the lecture in Beijing from the Founding Dean of the CKGSB Business 
School, Professor Xiang Bing, who covered a lot of ground over 3 hours and explained many of 
China’s challenges and opportunities in ways I hadn’t heard before.

One anecdote he mentioned was the advice he had given to young and impressionable chinese 
MBA students in the 1980s which went along the lines of “if you want to be a millionaire, go to 
America, study something that they do really well and then come back and do the same thing in 
China”. One of the first to follow his advice was Jack Ma of Alibaba and the rest is history!

Who wants to be a millionaire?  - 9  September, 2020
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In those days, nobody cared about young Chinese entrepreneurs travelling to the US to study 
and observe the success and popularity of American tech companies (eg Amazon, ebay, 
Google, Twitter, YouTube, WhatsApp, Facebook, Apple) and applying these ideas behind the 
Great Firewall of China. China was a small consumer market, the real action was taking place 
in the US and Europe and, in any case, American companies refused to comply with China’s 
strict censorship regime.

The large Chinese tech brands that we know today (Huawei, Tencent, Wechat, Baidu, Weibo, 
Tiktok, Alibaba) were therefore left to enjoy unimaginable success in a country of over 1 billion 
people, enjoying double-digit annual economic growth and, more recently, expanding across Asia 
and around the world. This poses a major threat to the American giants from which these young 
Chinese entrepreneurs derived their original idea.

It’s going to be hard for the US Government to turn the clock back to 1980 and try and right all the 
wrongs of the past 40 years. But it looks like they’re going to try.

Will a Biden victory in the US Presidential Election in November be good or bad for China? That 
seems to be the question on everyone’s lips as we hurtle towards Election Day (3rd November) 
and try to make sense of the avalanche of news and speculation that hits us throughout the day 
(and night).

Some intervention this week by the People’s Bank of China saw the rate fall back to RMB6.754 but 
the trend is clear – a Biden victory will be positive for US-China relations and perhaps for the global 
economy as well.

If China’s currency is any kind of a reliable 
guide, the markets appear to believe that a 
Biden victory will be good for China after the 
RMB rose dramatically by 1.45% last Friday to 
RMB6.6930 per dollar, the biggest one-day rise 
since 2005, and Chinese equities and bonds 
were buoyed by an increase in confidence and 
foreign fund flows with US polls predicting an 
emphatic Biden victory. 

Betting on Biden - 13  October, 2020
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I’ve found myself studying JFK’s actions and reactions over the 13 days of the Cuban Missile Crisis 
of October 1962, a period which found the world on the brink of nuclear disaster and which, by all 
accounts, brought out the best in a young US President who managed to stare down the ‘hawks’ 
in his administration to reach a diplomatic agreement with the Soviets and ensure that the world 
stepped back from total self-destruction.

In managing this crisis, JFK is reported as having drawn on some words written by a military strategist,
B. H. Liddell Hart, in 1960:

Keep strong, if possible.
In any case, keep cool. Have unlimited patience.
Never corner an opponent, and always assist him to save his face.
Put yourself in his shoes—so as to see things through his eyes.
Avoid self-righteousness like the devil—nothing is so self-blinding.

Winston Churchill is quoted as saying, “You can always count on the Americans to do the right 
thing – after they’ve tried everything else”. I was in China on the day when President Trump was 
elected in 2016 and the silence was deafening in the boardrooms and restaurants of Guangzhou 
(at least the ones I went into). The polls got it wrong in 2016. Perhaps they’ll get it right this time 
– but don’t bet on it.

Benefit of Hindsight - 16  October, 2020

We are currently living through an unprecedented period of volatility. Historians will look back in 60 
years and explain some of the underlying causes and complexities which are currently hidden from 
us (or are too convoluted to report in 24/7 news sound-bites). In the meantime, our leaders need to

With the benefit of hindsight after 
nearly 60 years, it’s clear now that the 
unstable position in Cuba was created 
by both sides, not least the Americans 
who had sponsored all kinds of covert 
terrorist activity during 1961, including 
the unsuccessful ‘Bay of Pigs’ in April. 
Of course, nobody knew the whole story 
at the time.
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With just over one week to go until the US Presidential Election 2020, it seems that the final act of 
this crazy Covid year will be defined by what happens during the coming weeks. There is no doubt 
that we’re about to live through a volatile period, even by the standards of chaos we’ve got used to 
in 2020, and it’s anyone’s guess to predict how things will turn out when we get to Inauguration 
Day on 20 January 2021.

Meanwhile, the Chinese appear to be looking on with more than a passing interest in how this all 
ends. In this article “US 2020 election: Who does China really want to win?” the BBC points out 
that “China senses that something has changed. It is not Chinese authoritarianism but Western 
democracy that suddenly seems to be facing a crisis of legitimacy. The world’s freest and wealthiest
economy, once thought to be so much better placed to fight the virus with its tools of transparency 
and accountability, has fallen well short. While China, despite an initial cover-up thought to expose 
its inherent weaknesses, has gone on to use the sweeping powers of a unitary, surveillance state to 
test and quarantine people at will, en masse and to great effect”.

The BBC claim that “distinguished Chinese observers are now prepared to state openly that the 
decline of the US, both economically and politically, is in China’s interests as a rising power” which 
would suggest that they are in favour of a Trump victory “not because of his support for democratic 
ideals, but precisely because he is often seen to reject or undermine them”. In addition “Mr Biden 
is also much better placed than the isolationist Mr Trump to repair the bridges with democratic 
allies and build coalitions to pressure China over its treatment of its own people”. If this analysis is 
correct, China will be hoping for a Trump victory, not necessarily for the right reasons, at least from 
a western liberal democratic perspective.

If there was such a thing as “an ordinary US presidential election” this one is certainly not it. I don’t 
think it’s too dramatic to say that the rest of this decade will be defined by what happens next. 

channel JFK and follow the advice above, and the rest of us need to avoid the temptation to form 
premature judgements. It’s never as simple or as straightforward as it seems.

Final Act of 2020 - 25  October, 2020
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Style and Atmospherics - 26  October, 2020

I would like to take this opportunity to respond to comments received from China Bites readers 
along the lines of “your China Bites are interesting but imply a return to the pre-Trump status quo 
if Biden wins. The US is now firmly anti-China and it’s not turning back whether Trump wins or 
not”. I’d like to make it clear that I agree with the second comment and I didn’t mean to imply that 
everything will go back to pre-2016 if Trump loses the election on 3rd November.

What I am hoping for out of this coming US Presidential Election is a return to a world where 
“the United States is well-governed, cohesive, attractive to the world, and strong enough to 
deter bad behaviour by adversaries. Under Donald Trump’s presidency, the United States is poorly 
governed, divided, unappealing to the world, and weak – which leaves all of us vulnerable to 
malign actors” as pointed out by Michael Fullilove of the Lowy Institute in yesterday’s Sydney 
Morning Herald. He goes on to say “If Joe Biden is elected, a level of normality will return. The 
craziness will subside. That in itself would be a blessed relief. It is always interesting to tally up 
the positives and negatives of the candidates for President. But in 2020, there is an emergency in 
the United States. The warning lights are flashing red”.

As President Trump faces the verdict of the American people on whether he will continue for 

I don’t believe that US policy towards China 
will change much if Trump loses next week. 
Biden referred to President Xi as a “thug” in 
the second Presidential debate last week which 
doesn’t bode well for those of us who were 
hoping for the long lost art of diplomacy and 
relationship-building to return under a Biden 
presidency.

But I do hope to see more consistency, integrity and stability in the management of US-China 
relations in the future. After all, these are the two largest economies in the world and all other 
countries suffer if they are being forced to take sides. I would be disappointed if we couldn’t hope 
for at least a change in style and atmospherics if Biden wins. I think we already know what to 
expect if he loses.

Trumped - 2  November, 2020
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The report goes on to say “the $23 billion figure, which includes purchase contracts that have 
not yet been completed, indicates that the U.S. is likely to achieve its best-ever annual sales of 
agricultural goods to China this year. Sales of U.S. corn, soybeans and pork to China all saw record 
highs this year, with pork exports hitting an all-time record in just the first five months. Chinese 
officials have also encouraged grain traders to import more from the U.S. to help the government 
meet its commitments”.

Whilst some countries (e.g Australia, UK, Canada and New Zealand) are feeling the heat from 
China for their support of Trump policies and rhetoric, US farmers appear to be enjoying their best 
ever year of China trade. The word “Trumped” springs to mind.

another four years, you would assume that he will get the support of local farmers. According to 
a new report studied by Caixin: “China is accelerating its agriculture purchases from the U.S. with 
imports of several goods at all-time highs. As of October, China had bought over $23 billion in U.S. 
agricultural goods this year, or about 71% of the annual target set under the two countries’ phase 
one trade agreement. As part of the trade deal, China promised to increase its purchases of U.S. 
agricultural products by $32 billion over the following two years from a 2017 baseline”.
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US Election Day 2020 - 3  November, 2020

Whilst American elections are always 
described as “the most important ever”, 
I think we can all agree that this one will 
be watched more keenly than most and, 
if early indications are to be believed, will 
attract the highest voter turnout in living 
memory. 

The last 4 years of President Trump can be summed up in 3 phases:

Phase 1 – when he took advice from his senior advisers and was somewhat restrained
Phase 2  – when he sacked his senior advisers and followed his own instincts, appointing officials  
  who would implement his orders and follow his lead
Phase 3 – when America was distracted by Covid-19 and he became more restrained while the  
 economy suffered

Without doubt, Phase 2 was the period he enjoyed and relished the most and, if he gets re-elected, 
he will believe that he has a mandate from the American people to follow his own instincts and 
continue down the past that led to, amongst other things, the fierce contest with China in relation 
to trade, technology and ideology. China appears to have already planned for this with a long term 
commitment to boost domestic consumption, innovation and nationalism.

If Biden wins, we can expect a more traditional approach to US Foreign Policy and a more 
collaborative style, but the contest with China will continue, at least in the short term. 

Whilst there are other important things happening in the world today, it’s hard to take your eyes 
off the outcome of this US Election as the result will tell us whether Trump’s victory in 2016 was 
an aberration or a fundamental change of direction for all Americans. The USA is still the world’s 
largest economy and the leader of the free world. China will be watching and waiting.

With the exception of 70 million Trump supporters, you could hear the audible sigh of relief last 
Saturday night (local time) as the US, global leaders and the rest of the world celebrated the end of

Biden and China - 10  November, 2020
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Following up from last week’s issue, “Trumped”, pointing out that US farmers were experiencing 
their best year ever thanks to the US China Phase 1 Trade Deal, there is speculation in the media 
that China will seek to re-negotiate the terms of the deal with the US President-Elect, Joe Biden. The 
word “twisted” appears to have been used to describe the current deal in Beijing, suggesting that 
this will be a high priority for the Chinese Government.

As mentioned in the SCMP: “The phase one trade deal was hammered out after months of painful 
negotiations and 18 months of trade war tariffs piling up on both sides. It saw China commit to 
buying US$200 billion in additional US goods on top of 2017 levels, but stopped short of forcing 
major structural changes to China’s economic model”. 

Twisted - 11  November, 2020

 the Trump era with the hope of a more stable, predictable and strategic leadership team in the
White House from 2021 onwards. However, whilst the style and personality of the US President 
will change dramatically, nobody so far is predicting a major shift in US policy towards China, at 
least in the short term.

According to the Global Times “Biden entering the White House is expected to provide an 
opportunity for breakthroughs in resuming high-level communication and rebuilding mutual 
strategic trust between the two major countries” and “Biden is expected to appoint more 
professional officials to his diplomatic team and so it will be possible for US-China tensions 
to take a brief timeout”.

As we look back over the Trump presidency and, particularly in the last two years, it’s amazing 
how quickly American sentiment has turned against China, particularly in the contest for 
leadership in the technology sector. According to one of the experts quoted by the Global Times 
“the essential difference between Biden and Trump would be in core areas such as aerospace, 
quantum communication and artificial intelligence. It is inevitable that China and the US will 
partly decouple from each other in the high-tech sector”.

Whilst many people seem to be looking forward to 2021 for a more stable and sensible 
environment, there are still 70 days to go before Inauguration Day, and I’m sure I won’t be 
the only one hiding behind the sofa every time I hear the words “Trump” and “China” on 
the news!
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The SCMP goes on to say, “while its purchases of US farm goods ratcheted up in the run up 
to the election, China is still not close to achieving its import targets for 2020. At the end of 
September, it was only on track to meet 54% of its purchase target. While it ramped up imports 
of soybeans, corn and pork since the summer months, China is on track to meet just 65% of 
agricultural purchase targets this year. China’s trade surplus with the US was 46.5% higher than 
the day Trump took office, suggesting that efforts to run down the deficit had not worked”.

Those of us who are less concerned about the US-China Trade deficit, and more worried about the 
impact of the trade deal on our own agricultural exports to China, will be relieved to learn that it 
could have been so much worse!

You could feel the overwhelming sense of relief in Washington yesterday, as new US President 
Biden was sworn in without further violence, insurrection or craziness, promising: “This is 
democracy’s day. A day of history and hope of renewal and resolve through a crucible for the 
ages. America has been tested anew and America has risen to the challenge”. Let’s hope he is 
right about that because there’s some serious work to do to restore America’s place in the world, 
both at home and overseas.

To the rest of the world, Biden said: “America has been tested and we’ve come out stronger for 
it. We will repair our alliances and engage with the world once again. Not to meet yesterday’s 
challenges, but today’s and tomorrow’s challenges. And we’ll lead, not merely by the example of 
our power, but by the power of our example”. And so say all of us!

I was in China on the day Trump was elected and you could have heard a pin drop. On the eve of 
Biden’s Inauguration, according to Bloomberg, “China imposed sanctions on former Secretary of 
State Michael Pompeo and other Trump administration officials, hitting back at the outgoing team 
while leaving open the possibility of warmer ties with their successors. They and their families will 
be banned from entering China, Hong Kong or Macau, or doing business with China”. According 
to China’s Foreign Ministry “the officials “planned, promoted and executed a series of crazy moves 
which have gravely interfered in China’s internal affairs, undermined China’s interests, offended the 
Chinese people, and seriously disrupted China-U.S. relations.” Meanwhile, Foreign Minister, Wang 
Yi said “China-US relations have come to a new crossroads, and a new window of hope is opening. 
We hope that the next US administration will return to a sensible approach, resume dialogue with 

Democracy’s Day - 22  January, 2021
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I know I’m not the only one looking for signs of a dramatic improvement in the US-China 
diplomatic relationship in the early days of President Biden, and with an experienced new team 
in the White House. The previous administration pushed against China to an extent that had 
never been imagined before and, whilst acknowledging that Trump’s style and rhetoric was not 
particularly helpful or presidential, it seems unlikely that the US will immediately back down on 
some of the trade-related measures of the Trump administration, whether they agree with them 
or not. Why would you give away future bargaining chips?

US rivalry with China will now take the form of “extreme competition”, according to President 
Biden, which will offer some relief from the “extreme confrontation” displayed by Secretary Pompeo 
in recent times. By all accounts, Biden has spent a lot of quality time with President Xi during the 
Obama years and so there’s good reasons to be optimistic about the relationship in the future. In 

China, restore normalcy to the bilateral relations and restart cooperation.”

It’s essential for America and China to wipe the slate clean, reset the relationship and get the world 
back on track. I heard it described as “pressing the pause button” to allow time for healing and 
relationships to be restored. This is a critical moment in history. What happens during the rest of 
this decade will frame the course of this Asian Century, just as the 1920s did in the 20th Century. 
The stakes couldn’t be any higher than that.

Extremes - 10  February, 2021
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the meantime, don’t forget that both leaders have important and pressing domestic agendas to 
deal with (vaccinations, Covid outbreaks, economic recovery, climate change etc.) and this will 
undoubtedly be the priority for them in the short term.

One thing is very clear. America and China are now in a strategic contest for global leadership 
(economic, military, trade, technology etc.) and, to remain in power, both leaders will be reluctant 
to take a backward step for fear of being seen as weak or vulnerable by their own people. Expect to 
see some posturing, messaging and positioning in the weeks ahead, rather than any major moves 
by either side.

My message to the rest of the world?: “It’s not your fight. STAY OUT OF IT!”
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Australia-China 
Relations

Chapter 6

Living in Australia as I do, and unable to travel, I was exposed to more domestic news and topics 
than usual in 2020 and, knowing that I am a China watcher with significant business interests in 
and involving China, the topic of the deteriorating Australia-China relationship was a hot topic of 
conversation amongst my friends, clients and business partners. I therefore tried hard not to allow 
parochial news and gossip to find its way into my daily China Bites but, as the year rolled on, and 
the relationship eroded further than even I could have imagined, I found it hard not to express my 
views from time to time. As it happens, the plight of Australia became of international interest 
when it became clear that China was making an example of us, and so I was emboldened to refer 
to it more often knowing that this would be of interest to readers all over the world. Towards the 
end of the year I was invited to speak to groups of CEOs, and write articles in industry publications, 
to make sense of what was happening and many of these thoughts and ideas appear in some of 
the pages that follow.



The point was made that Huawei is just the first of many Chinese technology companies that will 
be going global in the next decade and will present exactly the same set of challenges for western 
Governments who will have to address these issues over and over again. Meanwhile, the retail 
market will be able to make their own choices in terms of the best technology available and the 
price they want to pay and, in the long run, the customer always knows best?

It’s good to see a major chinese company on the front foot in Australia, touring the country to meet 
and talk to media, customers and the business community about their future plans, delivered in a 
relaxed environment with drinks, food, networking and some free books as giveaways (including 
the complete works in three volumes of chairman Ren Zhengfei). I enjoyed attending the Sydney 
“Let’s Talk” event this week and to meet some of their senior leaders, including local CEO, Hudson 
Liu (who impressed me with his foldable Huawei smartphone) and supporters (e.g. former senator, 
Nick Xenophon, who is now advising Huawei in a legal capacity) and to hear them talk about their 
plans for the future.

Huawei are never far from the news headlines and it is clear that the decision by the Australian 
Government to ban them from any involvement in the rollout of the local 5G network is a major 
setback, at least in the short term. Australian Chairman, John Lord recently stepped down after 9 
years in the job and has been scathing in his criticism of the Australian Government’s position in 
relation to Huawei. Whilst the consequences of this decision won’t be fully known for a year or 
two, it is widely accepted that Australia’s 5G network will be more expensive, will take longer to 
build and with lower performance than would be the case if delivered by Huawei, but these are 
secondary issues to the concern (real or otherwise) about potential foreign interference.

Huawei says “Let’s Talk” - 12  March, 2020
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Since moving to Sydney from Hong Kong in the mid 1990s I, like many migrants, now call Australia 
“home”. I am excited about the possibilities of living in our young country as we progress further 
through the “Asian Century” and, whilst I’ve witnessed some resistance to the inevitable changes 
taking place within our society, I believe that most Australians are fair, open-minded, ambitious and 
keen to make an impact on the world. Being known for our competitiveness on various sporting 
fields, Australians are always welcome wherever they travel and enjoy a reputation for success, 
respect and confidence. I love it when someone calls me “mate” when I’m travelling through China 
as it highlights everything I love about Australia – open, relaxed, informal, confident, but also 
competitive!

Diversifying Australia - 27  April, 2020

Australia’s future prosperity depends on our ability to embrace and engage with the diversity 
and dynamism that exists within Asia Pacific, both at home and in the region, in order to fully 
uncover and access the investment, trade and business opportunities that will be a feature of 
the coming decades. Being known as “the lucky country” we’re already well placed for this as 
a result of the many opportunities that come from our abundant supply of natural resources 
(mining, agriculture, food, tourism) but also because of our well educated, multi-cultural and 
diverse workforce which has rapidly emerged and been transformed over the past 25 years. All 
that we need now is to embrace Asian diversity at the senior levels of Australian organisations 
and institutions (political, media and business) to give us the best chance of success in the 
region. This will require a two-pronged approach:

PUSH – we need to educate Australian organisations and institutions about the benefits of embracing 
diversity, and provide individual leaders with the tools, confidence and cultural intelligence to promote
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Here in Australia, we’ve created a firestorm of public 
opinion on our relationship with China following a 
decision by our Foreign Minister to go on national 
television and propose an international enquiry into 
the origins of the coronavirus pandemic. On the 
surface this seems like a reasonable suggestion but 
the timing of it is all wrong (with much of the world 
still at a critical stage of fighting the health and 
economic crisis) and, whether it was meant or not, it 
can only be interpreted as a direct criticism of China, 
which was always likely to provoke an angry reaction 
from Beijing. 

This has sparked all kinds of public reaction and debate in the local media, politics and in the 
business community, with everyone taking to social media to vent their personal views. Now we’ve 
got people questioning everything from the importance of China to Australia’s economy (which is 
fine until you examine the actual facts and figures) to one prominent individual saying that making 
friends with the Chinese is a “fool’s errand”! And of course anyone who dares to come out with 
positive messages about China, and its importance to Australia’s economy, is immediately shot 
down for having a vested interest for business reasons.

So why does every foreign policy idea, announcement or ‘thought bubble” have to be announced 
on national TV? What happened to the art of diplomacy when global leaders sat down together 
(admittedly in pre-coronavirus times), drank tea, praised eachother for their mutual successes, and 
discussed and debated their areas of difference and/or difficulty? Every country has their weaknesses

The lost art of Diplomacy - 5  May, 2020

Asians within their ranks and empower them to step into senior leadership roles

PULL – we need to support Asian Australians as they seek to break through the “Bamboo Ceiling” 
by tackling the many fears, challenges and barriers that they face in promoting their personal brand, 
reputation and capabilities within competitive, challenging and (sometimes) hostile environments.

I’m personally keen to make a difference in this area.



(I don’t need to spell out some of Australia’s) and, naturally, political leaders don’t want other 
countries highlighting these tricky domestic issues via the harsh spotlight of the global media.

Why didn’t the Foreign Minister simply pick up the phone (or zoom) and talk to her counterpart in 
Beijing about her concerns and ask for China to work with Australia and the world to understand 
the source and spread of the coronavirus? I’m sure she would have got a good response if she’d 
handled it diplomatically and sensitively. Instead, she took the populist approach, lit the fuse and 
created a raging public debate which brings out the worst in everyone.

The phrase “act in haste, repent at leisure” comes to mind.

What would you do if you posted something sensitive on social media and, in the process, upset 
one of your best friends? You would probably try to call them and explain what you did and why, 
and say you wished you had called them first so they were at least expecting it. And then ask for 
forgiveness? 

But what if they were so upset that they didn’t take your call and, despite several voice mail 
messages, and appeals to your mutual friends to help, they wouldn’t return your call? What 
would you do next?

This is the dilemma facing the Australian Trade Minister, Simon Birmingham, as he tries to reset the 
Australia-China trade relationship and explain away some of the recent decisions made by other 
senior ministers to make public demands for an international enquiry into the source of Covid19, 
and China’s role in it. It seems that nobody in China is returning his calls. Is that really surprising?

So what do you do? Some would say “time is a great healer” and he should wait in the hope of 
being forgiven over time. Perhaps new events will overtake past aberrations (news from the US 
suggests that any errors by Australia will soon be trumped by the US President himself!) and he 
may be forgiven, or at least forgotten! That wouldn’t be a bad result.

Others say “actions speak louder than words” and his counterparts in China will be waiting to see 
how Australia responds to future developments and to see whether they really are sorry for their 
past actions. 

Making up is hard to do - 19  May, 2020
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But, as pointed out in this 
ACRI article, “even though 
Australia’s China hawks 
may fantasise otherwise, 
the demand comes from 
China. The diversification 
argument is undercut by 
two official Australian 
government reports:

The 2017 Foreign Policy White Paper calculated where the increase in purchasing power 
for Australian exports would come from through to 2030. Its conclusion was stark. Page 
26 reported that growth in demand from China would be greater than that from the US, 
Japan, India and Indonesia combined. China’s rapidly expanding middle-class market 
simply swamps that happening elsewhere”

But you don’t get many more chances. What happens next will be important.

The words “Diversification” and “China” are easy to say, and there’s a lot of people all over the 
world suggesting that their economies have become too dependent on China, but it’s a lot harder 
to actually do. The words “closing the gate after the horse has bolted” spring to mind! 

It’s all very well to talk about the importance of diversification, and there’s been a lot of talk about 
this lately, but it’s not easy.

Here in Australia, there’s a common view that our trade relationships should be a lot more 
diversified, with markets like India, Indonesia, Vietnam and other SE Asian countries often 
mentioned as being good places to start. However, as we all know, but often gets forgotten, 
Asia is not one single market. It’s a dynamic collection of countries, communities and cultures 
with huge diversity in terms of language, geography, history and even food preferences. To be 
successful, business leaders will need to navigate these differences to identify opportunities, 
markets and deep niches amongst Asia’s fast growing population of middle class consumers, 
and this all takes time, money and effort.

The challenge of Diversification - 31  May, 2020
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Yes, diversification is a good thing, and the “don’t put your eggs in one basket” holds true. But it’s 
too late for that now. Australia has enjoyed the benefits of being tied to trade with China for the 
past two decades. Now we have to work very hard to hold on to it!

And the second report, on India’s potential, conducted by Peter Varghese, a former 
High Commissioner to India and head of the Department of Foreign Affairs and 
Trade, concluded “by 2035, Australia might export $45 billion worth of products and 
services to India. That’s good news for an exporting power such as Australia but that 
$45 billion,15 years off, should be seen in perspective. Only last year we exported 
more than $160 billion to China”.

In my opinion, China’s “Going Out” strategy, which began at the turn of this century and was a 
significant focus of the 12th Five Year Plan (2011-2015), which encouraged Chinese companies to 
‘go global’ and learn and experience how to do business in the western world, was the single most 
important factor in driving GDP growth in western economies for at least the last decade (or more). 
It also created several new millionaires and a few billionaires along the way. The fact that it is now 
tailing off, for a wide range of political and economic reasons, is going to be felt everywhere in the 
world at a time when we can least afford it, post Covid.

End of “Going Out”? - 9  June, 2020
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Here in Australia, we have just witnessed a fall of 58% in Chinese investment (from A$8.2 billion 
to A$3.5 billion) in 2019 according to the latest annual “Demystifying Chinese Investment into 
Australia” report published by KPMG and the University of Sydney. The acquisition of Bellamy’s 
Australia for A$1.5 billion by Mengniu Dairy Company was the largest transaction and accounted 
for 43.7% of total Chinese investment in 2019, making Tasmania the region with the highest 
percentage of chinese investment for the first time ever!

I always looked forward to receiving my copy of the “Demystifying” report and, this time last year, 
reflected a worrying trend in the 2018 figures which, after a period of stability, showed a fall of 
36.3% and suggested that “this latest number for 2018 should be a catalyst for a more balanced 
debate about the national interest”. It seems nobody (at least amongst the powers that be) was
listening and now these numbers have fallen off a cliff. I don’t need to spell out some of the 
reasons for this but I can only hope and assume that when the true economic fallout from the 
Covid economic crisis is felt throughout the nation (which may not be until later this year) some 
attention will be paid to the critical importance of the Australia-China relationship. Until then, we 
will continue to live in a parallel universe!

Back in late June at our ACSME monthly webinar with futurist, Craig Rispin, I asked him for his top 
3 tips for SMEs seeking opportunities to tap into China’s innovation. His answer surprised me but 
was absolutely right: 1. Engage, 2. Engage, and 3. Engage. 

With some help from my friend and adviser, Angus M Robinson (previously the CEO of the then 
Australian Electrical and Electronic Manufacturers’ Association Ltd – AEEMA), we took this advice 
from Craig as an opportunity to reach out to the China Electronics Chamber of Commerce (CECC) 
with a view to establishing an MOU between the Australia China SME Association (ACSME), the 
CECC and Electronics Industry Development Inc (EIDA) in Australia. Our hope is that this will 
result in a high level recognition for ACSME and EIDA at the next Asian Electronics Forum later this 
year and a physical presence for our members at CES Asia in Shanghai next year.

I have to say that in all of our recent dealings with Mr. Wang Ning, President of the China 
Electronics Chamber of Commerce, a longstanding friend of AEEMA, we have been genuinely 
surprised by his strong desire and commitment to deepening the Australian relationship in the 
innovation sector, and his speed of response. This is despite the daily media commentary about 

Engage  - 24  August, 2020
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the precarious state of Sino-Australian politics and the fear of ‘decoupling’.

Craig was right. Now more than ever we need to engage with China, deepen relationships and 
seek opportunities for collaboration and partnerships. Australia is a small country and a middle 
economic power with limited influence on its own. Engagement like this is critical. We need to do 
more of it.

Australia’s trade relationship with China hit a new low last Friday when it was reported in the 
Chinese media that seven Australian commodities (wine, coal, barley, copper ore and concentrate, 
sugar, timber, wine and lobster) amounting to $6 billion in annual trade would be turned away from 
Chinese ports and airports. It remains to be seen whether this represents an official country-wide 
ban on these products, which could potentially be in breach of World Trade Organisation (WTO) 
rules and the China Australia Free Trade Agreement (ChAFTA), or simply a “scare campaign” or 
“warning shot” from the Chinese Government.

Desperate Measures - 9  November, 2020

Many readers have asked me for my views on what’s happening here, and so at the risk of jumping 
into dangerous waters, here goes:

I think the position is likely to remain unclear for some time, and will probably get worse 
before it gets better. We could see major disruption across the board for Australian trade 

Signing of the China Australia Free Trade Agreement - 17 June, 2015
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in China, including in sectors which have been spared so far (eg iron ore, beef, dairy, 
citrus etc.)

The Chinese Government will want to avoid breaching WTO or ChAFTA commitments 
for fear of exerting permanent long term damage. I have seen this happen before with 
an unofficial ban on American ‘Sunkist’ oranges which occurred at a time when I was 
leading an Australian Citrus Mission to China in 2014. It only lasted for a few months 
but it caused short term disruption and pain for American growers, and advantages for 
Australia.

Australia is the 13th largest economy in the world and heavily dependent on China for 
trade, export and investment. 

Going out on its own to directly criticise China at the start of the Covid-19 pandemic, 
and demanding an enquiry led by WHO officials with powers akin to that of weapons 
inspectors was unnecessary, provocative and reckless. With hindsight, I’m sure 
everyone will agree that this could have been done much better, with the support of 
other countries and behind closed doors.

To make things worse, the Australian Government has, in the eyes of the Chinese, 
‘doubled down’ on their hostility towards China, providing enthusiastic support for US 
policies designed to ‘contain China’ (e.g. via the Quad, Five Eyes, joint military activities 
etc) and targeting Chinese companies, individuals and interests in Australia. This has 
created an atmosphere of mistrust, suspicion and fear.

It’s unrealistic to think that Australia can quickly solve this problem by moving trade 
into new countries and diversifying the risk from over-exposure to China. Countries 
like India, Indonesia and Japan often get mentioned as new markets but it will take 
20 years or more to build the deep relationships necessary to replace those that have 
been successfully built in China over recent years. And it’s hard to know whether these 
countries will welcome Australian trade after the stoush with China.

As mentioned by former Australian Ambassador to China, Geoff Raby in his new book, 
Australia’s leaders “have not prepared the public for the economic consequences of 
these policies”. I think this is an important point as the full effect of these actions are 
only just being felt. Australia’s wealth, prosperity and standard of living has been buoyed
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Australian exporters will be holding their breath. The Covid crisis has been bad enough and the 
Australian economy is already in deep trouble. Desperate times call for desperate measures.

by China trade and investment for the past 20 years. Taking it away will have serious 
long term economic consequences, which nobody is facing up to yet.

Whilst considerable damage has been done, it’s not all over yet. China won’t make it 
easy but a genuine Government-wide commitment to repairing the relationship, led by 
the Prime Minister, could still turn things around.

China has announced that it expects its imports to grow by $22 trillion over the next 10 
years which is a good incentive to repair the Australia-China relationship.

It’s good to see ‘multilateralism and free trade’ returning to the scene after an absence of four years, 
with the signing of the Regional Comprehensive Economic Partnership (RCEP) last Sunday by the 
10 countries of the Association of Southeast Asian Nations (ASEAN) plus Australia, China, Japan,
New Zealand and South Korea. Whilst this agreement was, by all accounts, limited in scope, the 
symbolism of the region’s senior leaders standing in front of their national flags and applauding 
eachother over a zoom link must surely be seen as a very positive step in the right direction at the 
end of this “annus horribilis”.

I’ve read and heard many media stories about this event but the one I found most interesting was 
from the New York Times which focused on the two countries who were conspicuously absent 
from the trade pact – the USA and India. In the case of the USA, the reasons for this are well 
known and “to some trade experts, this new agreement shows that the rest of the world will not 
wait around for the United States. The European Union has also pursued trade negotiations at an 
aggressive pace. As other countries sign new deals, American exporters may gradually lose ground”. 
It remains to be seen whether President-elect Biden will seek a return to the table of multilateralism, 
a chair that has been left vacant in the last four years.

India’s absence is more surprising but reflects their desire “for a more ambitious pact that would 
have done far more to tie together the region’s economies, including trade in services as well as 
trade in goods”. You would imagine that they will be back to the table very soon.

Return to Free Trade - 16  November, 2020
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Here in Australia, the hope is that the RCEP will lead to a thaw in the Australia-China trade tensions 
and a return to a more harmonious relationship between the senior leaders on both sides. I wish 
this were true but I fear it’s unlikely. Australia has a lot of hard work ahead to repair the damage 
caused by their politicians this year.

I think we all understand the terms “Client” and “Partner” in relation to business relationships but 
how do they relate to countries and trade? Here are some thoughts.

A Client relationship is transactional. One party buys from the other based on a contract, 
agreement or understanding. As long as both parties deliver on the promises they make, the 
trading relationship can last for a long time. Whilst it helps if both parties like eachother, share 
common values and/or work on the relationship to build trust between them, it’s not essential. 
As long as both sides deliver on their promises, and there are mutual benefits, the relationship 
should continue to prosper. You certainly wouldn’t ever criticise or berate a Client for fear of 
jeopardising the relationship.

Client v Partner  - 17  November, 2020
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A Partner relationship is a lot deeper, more complex and mainly relationship-driven. Without 
common values, trust, mutual respect and a long term commitment, a partnership is unlikely to 
thrive. Like a marriage, a partnership requires each side to be willing and able to accept eachother’s 
differences, debate areas of disagreement, make changes and accept that the bond is stronger than 
the issues that divide them. A successful partnership often requires both parties to sacrifice short 
term gains for the rewards of a longer term relationship. Anyone who has been married will know 
what this means..

In years gone by, as China started opening up, China viewed other countries as potential “Partners” 
and sought a long term trading relationship with them based on trust, mutual respect and common 
interests. They accepted that areas of difference would have to be discussed, debated, tolerated and/
or managed as you would in any marriage.

Enjoying the fruits of the relationship, some of these potential Partners have allowed the arrangement 
to become ‘transactional’ and more like a Client-Supplier relationship. China was willing to accept 
this situation until they faced public criticism for areas which might have been better addressed 
behind closed doors, causing a loss of face and a breakdown in trust.

Once you’ve enjoyed the benefits of a “Client” relationship, and broken the trust, it’s hard to go 
back to being a “Partner”. This is how Australia finds itself in its relationship with China. Other 
countries should take note.

As mentioned in “Fast Forward”, ‘it’s going to take some exceptional world leaders, politicians and 
diplomats to navigate the complex world order ahead of us’. Here in Australia, our Government’s 
patience, resolve and diplomatic skills are being tested on a daily basis in the face of extreme 
assertiveness from China. I haven’t seen anything like this since the last years of British rule in 
Hong Kong when Governor Chris Patten bore the brunt of some hostile name-calling from Beijing 
which, at least in public, he shrugged off with typical ease.

Allan Behm, head of the international & security affairs program at the Australia Institute, 
made some good points about diplomacy and some of Australia’s main challenges on ABC’s 
Saturday Extra and, as a keen observer of Australia’s changing culture myself, I found this 
particular observation to be of interest:

Turning the Mirror Around - 7  December, 2020
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‘The way we look in Asia is as a group of monolingual white people who are constantly trying to 
lecture Asia about how it ought to perform better and all the things we’re going to help it to do so. 
A kind of arrogance actually. 

The fact of the matter is that we’re actually not like that. We’re a multi-cultural society, we’re a 
multilingual society, we’re a multi-ethnic society. The way in which we are is English, Kenyan, 
Sudanese, Canadian, New Zealand. We’re everything. And that is what we’re not presenting to the 
world. And part of the difficulty we’re having, in the management of our relationship with China, 
is that we’re only representing to China one very very small facet of the complexity that represents 
Australia as it truly is. And that’s part of the problem’.

I realise that touching on the 
issues of race and ethnicity 
can be sensitive and awkward, 
and turning the mirror around 
can be confronting for some. 
Australian society has changed 
enormously over the past 20 
years but this hasn’t yet been 
reflected in the profile and 
background of our political 
leaders. 

How is China’s economy recovering post-COVID? For a start, they have introduced a nationwide 
scheme to conduct regular COVID-19 tests on all of their citizens, particularly workers returning to 
their offices and factories, and are rapidly expanding both the availability and affordability of test 
kits. After a massive testing blitz, costing nearly 900 million yuan (US$127 million) and involving 
10.9 million people being tested over two weeks (being the entire city population over the age of 
6) the city of Wuhan, the city worst hit by Covid-19 and where the virus started, has now been 
officially declared “Covid free” and China’s “safest city”.

Meanwhile, the economy is slowly recovering with a promise to introduce extra stimulus measures 
of up to 3.6 trillion yuan ($500 billion) to create 9 million jobs and blunt the fallout from the 

China has The Money and The Market for Australian SMEs
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coronavirus pandemic. China observers have been shocked by the decision not to release a GDP 
growth target for 2020, the first time this has happened in decades, due to the great uncertainty 
caused by COVID-19. In addition, China’s economy is reported to have contracted by 6.8% in the 
first quarter of 2020, making it the first time that Beijing has reported a negative GDP growth rate 
since 1976.

From 2015 until the end of last year, China’s economy was driven by domestic consumption, a big 
shift from the past when China was an export-led economy. In addition to becoming the world’s 
biggest market for online retail, the country now represents more than 30% of the global market 
in luxury goods, automotive, consumer appliances, mobile phones, and spirits. After 20 years as a 
manufacturing hub for the rest of the world, China is now focused on world class innovation, and 
so their focus is on serving the domestic consumer rather than worrying about exporting to the rest 
of the world. Acknowledging external challenges (geopolitical and economic) the Chinese Presi-
dent Xi Jinpin recently said “for the future, we must treat domestic demand as the starting point 
and foothold as we accelerate the building of a complete domestic consumption system, and greatly 
promote innovation in science, technology and other areas”. 

This focus on stimulating and encouraging domestic consumption provides unique opportunities 
for global SME owners and leaders, particularly leading players in the FMCG sector, to develop a 
market entry strategy for China at a time when consumers are actively seeking new innovative 
products from new and alluring foreign destinations. Despite recent political tensions, Australia
remains an attractive and highly rated source of new FMCG products and, with the rest of the world 
still battling their Covid crisis, this is the time to strike.

By all accounts, Chinese people are getting back to 
work, shopping, eating out and trying to get back 
to ‘normal’ after the lockdown. Domestic tourism 
is picking up again and China’s manufacturing 
engine is bouncing back strongly. According to 
a local government spokesman, “as of March 25, 
the resumption rate of large and medium-sized 
enterprises was 96.6%, an increase of 17.7% from 
the survey results on February 25.”

Focus on Domestic Consumption
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A China market entry strategy for leading Australian FMCG players should include 

1. E-commerce
China has one of the largest, most vibrant and dynamic online marketplaces in the world but it 
operates behind a ‘firewall’ and requires foreign players to adapt to an unfamiliar, complex and 
fast-changing e-commerce environment. In developing their digital marketing strategy for China, 
Australian FMCG leaders need to familiarise themselves with the attributes of major e-commerce 
platforms (eg Alibaba, JD.com) and popular social media apps (particularly Wechat and TikTok) 
in order to build a following, gain the attention of KOLs (key opinion leaders) and promote their 
brand in way which will engage with consumers, particularly a fast growing, mobile, aspirational 
and wealthy segment known as “Chinese Millennials”. 

2. Relationship-building
Despite the importance of developing a compelling online presence, as mentioned above, China 
still does business the old fashioned way which requires new foreign entrants to spend time and 
effort developing local relationships with distributors, influencers and advocates on the ground. 
Developing long term personal relationships with local business partners who you can trust and 
depend on to promote your brand and represent your best interests in China is as important today 
as it ever has been.

3. Clean and Green
Australia enjoys a reputation for high quality FMCG products as a result of our “clean and green” 
environment, our high regulatory standards and a strong commitment to quality control. However, 
it’s clear from recent research that “clean and green” is no longer a competitive advantage in China,
and in fact it’s become a baseline requirement for any product manufacturer or brand from any 
country looking to enter the China market. To stand out from our competitors in other “clean and 
green” countries (e.g New Zealand, US, Europe etc.) the real work has to go into articulating a value 
proposition which includes some unique messaging around ingredients, sourcing, supply chain, 
technology, tracing, processing and other product attributes. 

For many years, countries with a reputation for offering products manufactured in a “clean and 
green” environment were given a free pass into China. Not any more. It’s clear from recent research 
that “clean and green” is no longer a competitive advantage in China, and in fact it’s become a 

Beyond “Clean and Green” - 29  November, 2020
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baseline requirement for any product manufacturer or brand from any country looking to enter the 
China market. 

A quick scan of the supermarket shelves in Guangzhou suggests that most countries are now 
promoting their “clean and green” credentials, even some that might not have previously been 
placed in this category, and so brand and product owners have to start working harder to protect 
and promote their brands in a competitive, complex and fast-changing environment.

Chinese consumers have become more health conscious, spending more time checking nutrition 
labels and making decisions about which ingredients are healthy, and which are not. There were 
problems with obesity, diabetes and under-nutrition before the global pandemic, but now these 
issues have been raised to a level not previously imagined, and we’re therefore likely to see an 
increase in the demand for healthy plant-based packaged foods. 

This now presents new and fresh opportunities for international FMCG players to compete in a 
market which may have been closed to them in the past.

Australia enjoys a reputation for high-quality FMCG products as a result of our “clean and green” 
environment, our high regulatory standards and a strong commitment to quality control. However, 
it’s clear from recent research that “clean and green” is no longer a competitive advantage in China, 
and in fact it’s become a baseline requirement for any product manufacturer or brand from any 
country looking to enter the China market.

It seems to me that we need to work a bit harder to articulate the “Made in Australia” value proposition 
and also strengthen relationships on the ground in China (employees, partners, investors, distributors, 
Government connections etc.) to protect and promote our brands in a competitive, complex and 
fast-changing environment. 
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Here are three areas which now require your attention:

1. Your Brand Story

With thousands of years of chinese history behind them, it’s hard to impress the chinese when it 
comes to building your long term brand story, but it’s definitely possible if you put your mind to 
it. Perhaps your family has passed down some unique methodology from generation to generation 
and you can boast some 50-100 years of shared experience? Or your brand name has some heritage 
value which relates to your location or home? Or you can point to a breakthrough moment when 
you discovered a new way of doing things? Whatever it is, you need to work hard to articulate 
these stories into words, pictures, video, music or symbols that the chinese can fully understand 
by looking at your product label or (if you’re lucky) your web site and/or promotional materials. 

This is likely to require professional advice and support in a number of areas:

a chinese version of your name, brand and logo which has aspirational qualities and will 
appeal to chinese consumers in the appropriate segments/demographics. 

a chinese version of your promotional, educational and product related materials which 
includes chinese language

a chinese translation of your brochure, catalogue, web site and all marketing materials, 
remembering to ensure that the meaning and essence of your words are properly reflected 
in the chinese language

a promotional video, hosted in China (so they can watch it) which includes chinese 
language (either spoken or dubbed) and/or sub-titles

a chinese based web site, hosted behind the China firewall, which can be downloaded 
quickly and found via local search engines and social media platforms

2. Australia’s unique advantages

Living in Australia, it’s easy to forget how hard it is for Chinese shoppers to select products which 
are safe to consume and, having done that, to trust the information they’re being given. Over the 
years there have been many scandals around food poisoning, fake products and misinformation 
around nutrition and health benefits. I have seen with my own eyes a basket of oranges in a
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premium supermarket with “Australian grown” on the label but were clearly sourced locally and 
had been dyed to improve their appearance. It happens less often these days, but it is always in 
the back of the mind of any chinese shopper. 

Australia is highly regarded amongst Chinese consumers for many things which allows us to charge 
premium prices for our world class FMCG products:

Don’t assume that every chinese consumer can work this all out for themselves. Make sure that you
have taken the time and trouble to weave your brand and product attributes into the broader 
Australian story, and delivered it accurately in a language the chinese fully understand.

3. The new “post Covid normal”

Whilst it may have been possible in recent years to sell Australian FMCG products into the China 
market without paying close attention to the two areas mentioned above, it’s already become a 
lot harder after the Covid-19 pandemic. Amongst other things, chinese consumers have become 
more health conscious, spending more time checking nutrition labels and making decisions 
about which ingredients are healthy, and which are not. 

There were problems with obesity, diabetes and under-nutrition before the global pandemic, but 
now these issues have been raised to a level not previously imagined, and we’re therefore likely 
to see an increase in the demand for healthy plant-based packaged foods, including:

our clean and green environment, free of pollution, clean air and water plus wide open 
spaces

our unique farming community and culture which is hard-working, efficient, stable and 
the envy of the western world

our highly regulated market for FMCG products, especially in relation to the full and 
accurate disclosure of ingredients, sourcing, nutrition and traceability

our world class processing, supply chain, technology and logistics which enables 
Australian products to arrive in China within the speed that is expected of a country 
with our unique location in the Asia Pacific region

Meat alternative products
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These consumer trends play nicely into the hands of Australian FMCG companies and allows us to 
innovate at scale and move products from “niche” to “mainstream” in a fast moving, high growth 
market. 

There are over 400 million middle class consumers in China, willing to pay premium prices for 
healthy, clean and nutritious products from well regulated countries. We now need to get better 
at promoting our brand story, selling Australia’s unique advantages and articulating this in a value 
proposition which is properly translated into the Chinese language. 

The question now is, ‘are you ready?’

Plant based milks fortified with B vitamins

Products with gut health and/or immunity benefits

Products which include prebiotics, probiotics and micronutrients

Packaged food products with a longer shelf life

Products with natural food ingredients

Lactose free products

Reflections on 2020 - the Australia-China Relationship
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Looking back on 2020, the state of Australia’s relationship with China has never been far from 
the front page headlines of our major media outlets, despite the turmoil of living through a global 
pandemic. As we look forward to 2021, hoping for more stability and certainty, and less turmoil, 
it’s a good opportunity to look back at what happened this year and how things may turn out in 
the future.

Australia’s relationship with China was already strained in the years leading up to 2020. The 
banning of Huawei from our 5G network in response to security advice and the introduction of 
new foreign interference laws which appeared to target China (both in 2018) had already had 
an impact, and so most of us China-watchers were hoping to see some improvement in the 
relationship between the two countries in 2020. Unfortunately, it only got worse for reasons 
that none of us could have foreseen.

2020 started with the outbreak of Covid-19 in the Chinese city of Wuhan (population 11 million) 
and we all watched with astonishment as China adopted draconian lockdown policies to stop the
spread of the virus and isolate those who had been infected. We now know that this was just 
the start of a global pandemic which has spread to every corner of the planet, crippled economies 
and changed everyone’s lives. It’s also moved everyone online for work, business, marketing and 
shopping (more of that later).

What followed was an “annus horribilis”. Starting with Australia’s call for an international enquiry 
to establish the origins of Covid, followed by an escalating tit-for-tat battle and diplomatic ‘war of 
words’ between the two countries, culminating in China’s decision to impose bans and/or tariffs on 
seven Australian commodities (wine, coal, barley, copper ore and concentrate, sugar, timber, wine 
and lobster) there is good reason to wonder whether Australia was wise to place so much emphasis 
on China after signing the FTA in 2015. There has certainly been much talk of the need to diversify 
and place less reliance on China. 

Background

Meanwhile, while the politicians and diplomats have fought it out, China’s economy has bounced 
back from the Covid crisis with a strong focus on domestic consumption and innovation. China’s

Retail in China
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retail sector is booming again, as evidenced by Alibaba’s “Singles Day” in November (China’s 
version of ‘Black Friday’ which falls on 11th November each year and was extended to 11 days in 
2020) which broke all records again, recording RMB372.3 billion (A$76 billion) on the day itself, 
and RMB467 billion (A$96 billion) over the whole 11 day period. 

Of significant note is the major shift towards online shopping which has taken a big leap forward in 
2020. A quick glance at the number of users across Alibaba’s numerous digital platforms provides 
plenty of evidence of the rapid development of China’s online retail marketplace:

Chinese shoppers are now spoilt for choice in terms of accessing technology, connectivity and
platforms that we can only dream about from watching sci-fi movies. Leveraging new and exciting 
innovations in live streaming, Artificial Intelligence, holograms, social media and digital payment 
systems, all accessible via 5G fast networks, China’s e-commerce marketplace is now way ahead 
of its time. 

China Retail Marketplaces – added close to 119 million MAUs (monthly active users) 
while the number of annual active consumers reached 742 million in the last quarter.

B2B – 1688.com has 920,000 paying members and 41 million active buyers (domestic) 
Alibaba.com has 190,000 paying members and 26 million active buyers (international).

Supermarket chains – Freshippo reported that its annual active consumers have exceeded 
25 million. It’s also expanded its footprint from 159 stores to 227 stores in the past year

It may come as a surprise to learn that, despite the rising geopolitical tensions between the two 
countries, Chinese people are voting with their e-wallets to buy the best brands and products that 
they can swipe into their online shopping carts, irrespective of where they come from, including 
Australia.

Reports from Single’s Day in November 2020 suggest that Australia was fourth on the list of sales 
of overseas brands, with over 2,000 Australian brands on offer, attracting 800 million Chinese 
shoppers who spent over A$1 billion on Australian goods during the 24 hour shopping spree. 
This was a much better result than expected and will encourage Australian FMCG players to start 
or continue their China journey in 2021 with perhaps a little more caution than before. 

What does this mean for Australian FMCG Players?
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So, here are my top tips for Australian FMCG players considering their options in China 2021:

Let’s leave the final words for 2020 to China’s President, Xi Jingpin, who said in November that he 
expects China’s goods imports to exceed US$22 trillion in the next 10 years. That’s a big number. 
Imagine what it would mean for you and your business if you could get a small slice of that!

Seek independent and objective advice - go in with your eyes open

Work hard to articulate your brand attributes and value proposition in a Chinese context

Go well beyond “Clean and Green” - articulate the health benefits of your product

Build an online presence in China via the numerous Chinese e-commerce platforms

Develop a compelling digital marketing strategy in China
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China - Shaping the 
New Global Order

Chapter 7

Historians will look back at 2020 as the year when China shed its teenage years and became an 
adult. Not everyone welcomed this inevitable ‘coming of age’, but there can be little doubt that, 
in the face of western criticism about the source of the pandemic, their human rights track record 
and perceived threats about military expansion and growing influence around the world, China’s 
leadership became a lot more outspoken, assertive and confident. Much of this was done to appeal 
to their domestic audience, and position China as a confident global leader, and this worked, with 
95% of Chinese citizens confirming they trusted their Government, compared with just 48% in 
the US. At the same time, China sought to increase its global influence, investment and trade with 
like-minded countries, and their leaders, and to create a new Global Order which will define and 
shape the 21st Century. 



If you needed any more evidence of the increasing influence of Asian countries as we head deeper 
into the Asian Century, look no further than this year’s Academy Awards ceremony which saw the 
Korean movie “Parasite” sweep the Oscars, winning the prestigious awards of “Best Picture”, “Best 
Director”, “Original Screenplay” and the re-named “International Feature Film” (previously known 
as “Foreign Language Film”). It was tempting to think that this last award had been re-branded 
especially for the occasion, replacing the word “Foreign” with “International”, truly a sign of the 
times!

It was heartwarming to see Parasite’s Director, Bong Joon Ho, speaking in Korean with the help of 
an interpreter, praising the great Martin Scorsese, clearly one of his heros and a big influence on 
his career as a film-maker, and the Hollywood audience standing in tribute to the great man whose 
movies have inspired a generation. It certainly felt like a changing of the guard. 

So how long will it be before a Chinese Director, inspired by the success of the Koreans, follows in 
the footsteps of “Parasite” and delivers the next great Asian movie to sweep the Oscars? China is 
already home to the largest movie and drama production complex and film studios in the world, 
the largest number of screens in the world and is already a major hub of business for Hollywood 
studios. Probably sooner than you might think!

There’s a tendency to focus only on the US-China relationship these days (now referred to as 
“the G2”), and forget all others, but in this article in The Times, “Germans turning to Beijing for 
friendship as relations with US cool”, there seems to be a shift taking place in Germany which 
“suggests the public mood has tilted significantly over the past 12 months”. According to a recent 
poll “only one in ten respondents identified the US as Germany’s principal ally, half as many as 
this time last year” and “36% said it was more important for Germany to have “warm relations” 
with China than with the US”. 

These numbers have shifted quite dramatically over the past 12 months, suggesting that the 
Covid-19 pandemic has had a big impact. According to the article, “73% thought worse of the 
US as a result of the pandemic, while 5% had been impressed. By contrast 36% said their opinion 
of China had deteriorated but 25% said it had improved. In terms of public opinion, the People’s 

Changing of the Guard - 12  February, 2020

German Pivot - 20  May, 2020
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Republic appears to be on the cusp of filling the vacuum resulting from waning US popularity”

Worryingly for countries who appear too close to Washington and will be competing with 
Germany to re-build post-Covid relationships in China, “this ambivalence has been reflected in 
German foreign policy. Angela Merkel has refrained from raising China’s human rights record in 
public and her government has allowed Huawei, the telecoms company closely linked to Beijing, 
to build elements of Germany’s new high-speed 5G mobile network, to American displeasure”.

Taking a short break from the 
noise and speculation of today’s 
global geo-politics, it’s interesting 
to go back in time to the early 
16th century and read about 
the arrival of the Portuguese in 
southern China in 1517 which, 
according to many historians, is 
the first example of organised 
western engagement in the east.

According to The Atlantic, “the Portuguese were dazzled by what they found in Guangzhou. 
Its incredible wealth far surpassed anything back home. One contemporary Portuguese account 
records their wonderment at a lavish ceremony to welcome a governor returning to the city. “The 
ramparts were covered in silken banners, while on the towers reared flagstaffs from which also 
hung silken flags, so huge that they could be used as sails,” it reads. “Such is the wealth of that 
country, such is its vast supply of silk, that they squander gold leaf and silk on these flags where 
we use cheap colors and coarse linen cloth.”

In words which resonate today, The Atlantic goes on to say “The Portuguese brought from Europe 
very different notions of trade and diplomacy than the Chinese had encountered before. More than 
that, though, the Portuguese were carrying on their wooden caravels an entirely unfamiliar culture 
from those the Chinese had previously met. Unlike the usual barbarians, who tended to adopt, at 
least in part, Chinese cultural practices, or participate in the rules and norms of the Chinese world 
order, the Portuguese and the Europeans who followed them to Asia thought their own civilization

East-West relations in 1517 - 23  June, 2020



was superior. A clash was coming between peoples who each believed their civilization to be better 
than all others. The Chinese were simply unaccustomed to and unprepared for this sort of challenge 
from outsiders”.

Is anything really that different today, 500 years later?

You could be forgiven for thinking, after a routine scan of the media headlines and your favourite 
social media sites, that everyone in the world is focused on one issue – the ‘US-China trade war’ 
– including the cultural, political, economic and ideological divide that is currently playing out 
between the world’s two largest economies in the build up to the next US Election. This one-eyed 
view of the world tends to ignore the hopes, dreams and aspirations of over 6 billion people who 
are neither American or Chinese and have their own interests to pursue.

The “other 6 billion” includes the 144 million Russians, 126 million Japanese, 195 million 
Nigerians, 106 million Filipinos and 267 million Indonesians (amongst others) who may have 
a passing interest/amusement in the US President’s twitter feed but, like you and me, spend 
most of their days deciding what’s in their own best interests (mainly from a personal point 
of view but occasionally considering their own national interests). I would guess that this 
includes the age-old rhetorical question, “What’s in it for me?”.

128 of 190 countries regard China as their No. 1 trading partner and, whilst some of them feel an 
historical allegiance towards America, some of them don’t, including some who would actually 
prefer to live in a world which follows China’s commitment to collectivism, globalisation, family 
values, high quality infrastructure and technology, environmental protection and the eradication of 
poverty.

When making your own decisions about how you feel about the US-China relationship, and how 
this impacts on your life (if indeed it does) don’t forget that the other 6 billion are important too.

It’s been a while since I’ve studied the list of the top 10 countries in the world, as measured by GDP, 

The Other 6 Billion -  16  August, 2020

Mind The Gap - 15  September, 2020
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and I was surprised to see that India has now overtaken the UK to enter the top five economies 
at the end of 2019, before the anticipated economic contraction in 2020 which is expected to be 
particularly severe in the UK, France, Canada and Italy. We could be looking at a very different 
picture in 2021.

The whole world economy of $88 Trillion at the end of 2019 is nicely illustrated in the infographic 
below, and the top 10 are:

The jostling between the top 2 economies will be keenly watched over the next 5 years. China 
predicts a modest 3% growth number in 2020 (the World Bank forecast is 1.6%) whilst the 
US expects a contraction of 6.1%, suggesting that the gap between the two will have closed 
to just over $5T by the end of 2020. Strap in for a wild ride from here! 

Source: Visual Capitalist

Another striking infographic from Visual Capitalist, “Visualizing the Most Populous Countries” in 
the World shows China and India in a league of their own in terms of population size, representing 
36.2% of the world’s total population.

Financial Engine - 9  November, 2020
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Other notable points made in the article are:

With a median age of 47.9, Italy has the second-oldest population in the world, topped only by 
Japan. Meanwhile, Germany (46.6), Portugal (46.2), and Spain (45.5) fall next in line. If current 
trends continue, by 2050, half of Europe’s population will be non-working and over the age of 65.

As China seeks to move outbound investment activity towards emerging economies, raising 
productivity, innovation, urbanisation and domestic consumption in highly populated countries 
like Nigeria, Indonesia, Pakistan and Bangladesh, the future economic giants will be countries 
which were left behind during the last industrial revolution and are now ready to take their place 
on the world stage. Just like the UK and US were the ‘financial engines’ of the past, China will 
play this role in the future.

Nigeria is projected to have more people than the U.S. by the year 2050. In just three 
decades, their population is projected to climb from 206 million to 400 million – growing 
at more than double that of India.

Over 60% of China’s population resides in urban centers, a trend that has seen the 
portion of city dwellers double over the last 25 years. For context, 83% of the U.S. 
population lives in cities, while just 35% of India’s population dwells in urban areas.

Extending over 17,000 islands, Indonesia comes fourth among the world’s most 
populous countries, standing at 273.5 million

Source: Visual Capitalist
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Having lived my early life in the UK before 
moving to Hong Kong and starting my 
China Journey, I’ve often wondered why 
British companies have not had the success 
in China enjoyed by other countries. I’ve 
always put this down to the struggles and 
disagreements of the last 5 years before 
the Hong Kong Handover in 1997, which 
locked British companies out of China for 
many years (to the benefit of other countries 
like USA, Canada and Australia) at a time 
when China was only just starting to open 
up. Prime Minister David Cameron saw the 
opportunity to turn things around with 

Rule Britannia - 11  November, 2020
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a PM-led trade mission in late 2013 but then domestic politics slowed things down. With Brexit 
nearly out of the way, it’s now time for the UK to get serious about engaging with new markets and 
where better to start than the world’s fastest growing consumer market, China.

I was therefore pleased to see that British companies have had a successful time last week at the 
third China International Import Expo in Shanghai which “saw the UK secure more than £430 million 
of commercial deals across a range of sectors” and “thousands of new connections between UK 
and Chinese companies, with 120,000 unique visitors to the new UK-China business matching 
platform” according to the UK Government.

It’s also nice to see that, with quiet diplomacy and mutual respect, a western country can still maintain 
ideological differences with China without impacting their trade and investment relationship. It’s 
only 5 months since the UK reversed a previous decision by banning Huawei from playing a role 
in building the UK’s 5G infrastructure, due to security concerns, but this doesn’t appear to have 
harmed their China trade, at least so far. It’s still too early to predict how this will all turn out but 
there will be many happy British companies returning from Shanghai this week.

Many of my longer term followers will know of my interest in the four “BRIC countries” (Brazil, 
Russia, India and China) which until recently involved regular opportunities for me to speak at large 
conferences and on TV, and also led to the organising of memorable study tours to exciting places 
with big plans for the future. In the early 2000s, the BRIC countries, along with continental Africa, 
represented the developing and emerging world of the future and, with their large populations and 
growing economies, it was easy to imagine a future world dominated by these four “Big Rapidly 
Industrialising Countries”.

It didn’t quite work out as planned. Only China has so far fulfilled the huge potential outlined in Jim 
O’Neill’s 2001 paper “Building Better Global Economic BRICs” and some commentators have even 
written off the whole BRIC concept as an investment idea promoted by clever marketing people. It 
won’t surprise you to hear that I’m not one of them!

The latest BRICS Leadership Summit (which has included the President of South Africa since 
2011) will meet in Russia tomorrow for the twelth time and, with the US and Europe in turmoil 
from political upheaval and the global pandemic, it would not be fanciful to assume that a grand 

Building with the new BRICS - 15  November, 2020
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strategy may start to emerge from the developing world which will seek to exert more control 
and influence in the areas of most interest to them – climate change, healthcare, technology, 
innovation, sustainability and globalisation.

The theme this year will be “BRICS, a partnership for global stability, shared security and innovative 
growth”. The media is focusing on recent geo-political tensions which have seen Brazil and India 
drift towards Trump’s America over the past four years. My guess is that the areas that unite these 
five leaders are more important than those that divide them.

The Regional Comprehensive Economic Partnership (‘RCEP’) Agreement signed on Sunday has 
received a lot more attention and interest than I would have expected. People who don’t normally 
show any interest in geo-politics and trade deals have asked me about it, pointing to headlines like 
“World’s Biggest Trade Deal” and the fact that it covers nearly one third of the world’s population 
and GDP, and the media has been analysing the impact of RCEP in the last few days to identify the 
winners and losers.

Historical Baggage - 18  November, 2020

In my opinion, the greatest achievement of the RCEP is that it is the first time that China, Japan and 
South Korea have been brought together under a free-trade agreement. As we progress through the 
Asian Century, I think that’s very significant and may have been overlooked in the rush to point out 
the East-West implications. You don’t need to be a trained historian to understand the historical, 
cultural and geo-political baggage that these countries carry from the past which need to be put 
aside to embrace a future of mutual respect, free trade and multilateralism. Contrary to some of the 
more attention-grabbing headlines, I think this may turn out to be the RCEP’s major achievement.

The SCMP provides a balanced and analytical 
perspective, concluding that “China may claim 
a symbolic victory in the signing of the world’s 
biggest trade deal in the face of ongoing US 
disinterest in multilateralism, but the direct 
economic benefits will be marginal” and “while 
membership of the RCEP will add incrementally 
to Chinese GDP, it will not be enough to cancel 
out the damage of the trade war with the United 
States”.
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A quick scan of the world map identifying more than 3,485 Chinese Government-financed projects 
in 138 developing countries (see the Infographic below from Visual Capitalist) is a good reminder 
to OECD countries to find ways of working with China to shape the new world order of the future, 
rather than clinging to the creaking past.

Of particular note are China’s “One Belt One Road” (making China the central player in a more 
prosperous, interconnected Asia) and the economic rise of continental Africa (in which China is 
the top trading partner) with Pakistan, Ethiopia and Sri Lanka singled out as “striking symbols of 
Chinese influence” in the emerging world.

Historians will point to “The Marshall Plan”, an American initiative passed in 1948 to facilitate and 
distribute foreign aid to war-torn Western Europe after WW2, as a recent example of how a rising 
economic super-power seeks to exert its influence around the World. America’s intentions at the 
time were “to promote world peace and the general welfare, national interest, and foreign policy of 
the United States through economic, financial and other measures necessary to the maintenance of 
conditions abroad in which free institutions can survive and are consistent with the maintenance 
of the strength and stability of the United States”.

70 years later, China is now the rising economic super-power with a long term plan to support 
emerging countries which are (in some cases) war-torn, poor, developing and in critical need of 
capital to conduct important nation-building projects.

Shaping the New World Order - 30  November, 2020

Source: Visual Capitalist
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For all of you concerned about recent geo-political events, and wondering how trade tensions and 
diplomatic skirmishes are likely to turn out, I highly recommend you take some time out of your 
day to listen to the 2020 Lowy Lecture delivered by Fareed Zakaria, which is a calm, intelligent and 
wide-ranging review of the world today, reflecting on how we got here, what’s happening now, 
and how things are likely to turn out. It’s a refreshing alternative to the 24/7 news cycle and media 
commentary which stirs up emotions and draws everyone into short term thinking and a tactical 
response.

There are so many fabulous insights to share from this lecture, but one in particular got my 
attention. Whilst talking about a new kind of “bi-polarity” from the one experienced during the 
Cold War years (remembering that “in its peak year, the US and Soviet Union did $2 billion of 
trade in one year…today the US and China do $2 billion of trade every day) the future looks very 
different, “one in which you trade with China, you try to oppose it on human rights issues, you 
separate from it on certain technological issues, and you join with it on others. There’s going to 
be hedging, deterrents, containment and active cooperation, trade and partnership, all happening 
at the same time”.

It’s going to take some exceptional world leaders, politicians and diplomats to navigate the complex 
world order ahead of us. What we’ve seen in recent weeks is just a small taste of what’s to come, 
and so far the key players have come up short, on all sides. At the start of his lecture, Fareed Zakaria 
quoted Lenin who apparently said “there are decades when nothing happens, and then there are 
weeks when decades happen” and said that “it just feels like the things that were happening before 
Covid, and the trends that were already gathering strength, are becoming much more intense. The 
world has been put on a ‘fast forward’.”

Fast Forward - 3  December, 2020

As we wind down towards the holiday break, I hope you’re enjoying the reflections of friends, 
colleagues and fellow China-watchers as we all try to make sense of this crazy Covid year. More 
to come.

In terms of my own reflections, I have a few to share. The first relates to global leadership, both in 
China and the West, which in my view has been disappointing. If there was one year which might

Global Leadership - 13  December, 2020
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have brought out the best in our global leaders, it was this one. Unfortunately, it’s become a ‘race 
to the bottom’.

Firstly, having been the first to encounter and conquer the Covid threat, China was in a very strong 
position to fill the gaping vacuum left in the USA and the west to provide global leadership and 
multilateral collaboration at a time when it was most needed. It’s not totally China’s fault and they 
would argue that (a) they weren’t given a chance due to the chaos in the White House and (b) 
they had to encounter targeted finger-pointing against them in March and April which took them 
by surprise. Unfortunately, rather than rising above it, China’s leaders became defensive, brittle 
and aggressive, and this started a war of words, ‘wolf warrior’ diplomacy and tit-for-tat actions 
which destroyed years of skilful diplomacy and relationship-building. I believe this was a missed 
opportunity for China to rise to the challenge of leading the world out of the Covid crisis at a time 
when it was much needed. It’s not too late, as the crisis is far from over, and the optimist in me 
still hopes that China can seize the moment. Perhaps it’s already happening. Let’s see.

On the other hand, the behaviour amongst western politicians, who really should have known 
better, has been nothing short of misguided at best and shameful at worst. It feels like we’ve gone 
back to the Cold War years, McCarthyism and the unbridled fear of communism which ripped 
the world apart in the 1960s. After 30 years of gleefully enjoying the benefits of China’s economic 
miracle, counting the money and taking it all for granted, populist western leaders, seeking to deflect 
attention from their own shortcomings, have combined forces to accuse China of everything from 
spying, interference and military expansion to deliberate acts of bio-terrorism. The true cost of 
this self-sabotage won’t be fully realised until some time next year, when Governments have to 
withdraw financial subsidies and get their economies back on track, and then they’ll have to find
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a way to patch up ideological differences and restore diplomatic relations with the world’s only 
growth economy and its 400 million middle class consumers. But that’s several months away.

2020 may be seen as the year when global leadership floundered and we witnessed some of the 
worst behaviour imaginable. Let’s hope that 2021 sees the world at its best.

Whilst we all know that something in the world has significantly changed this year, we’re still not 
really able to put our finger on exactly what it is. It’s taken a decade or more for us to look back at 
“The Global Financial Crisis of 2008” to know exactly what happened, and so it’s too early to expect 
us to understand the big shifts that will occur as a result of the “Year of Covid 2020”.

You have to be in your very senior years to be able to reflect on the world that existed before the 
reign of Queen Elizabeth II in England, or when the global economy was not dominated by the 
United States of America, and so the rest of us have to rely on history books and Netflix dramas to 
imagine what it was like. Without the relentless 24/7 media cycle, there were major shifts taking 
place in those years that perhaps went completely unnoticed until many decades later.

I came across the chart below in “The Changing World Order” by Ray Dalio which got my attention. 
It only takes a moment to understand the point it’s making. The last century has been dominated by 
America and we’re now witnessing the rise of China. Not everyone is happy about that but it’s too 
late to change the course of history. How this major shift in global power, influence and economic 
strength turns out, and whether it leads to prosperity or conflict, is up to all of us.

End of Empires - 17  December, 2020

Source: The Changing World Order, Ray Dalio
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I always enjoy reading the Hinrich Foundation’s commentary on international trade and so I was 
drawn to a recent issue titled “International trade in 2021: Three key trade questions” which raises 
important issues for the year ahead.

An interesting theme for 2021 will be the US-Euro-China ‘triangulation’ which took a battering 
last year for a number of reasons, not only related to the Covid pandemic. President Trump was 
particularly tough on America’s allies in Europe and this caused Angela Merkel (in her last year 
as German Chancellor and in the final days of Germany’s year as President of the EU) to distance 
herself from the US-China trade dispute and start negotiating directly with China on behalf of the 
EU. This led to an in principle agreement between President Xi and the EU leadership to finalise 
the “EU-China Comprehensive Agreement on Investment” on 30th December 2020, less than one 
month before President-Elect Biden’s inauguration.

The Hinrich Foundation is quick to point out 
that “creating a united US-EU front on trade 
issues with China will be more challenging 
than generally thought. While there is broad 
consensus between the cross-Atlantic partners 
on China trade issues, important differences 
remain, both in terms of objectives and tactics. 
The EU’s decision to move forward with an 
investment agreement with China, despite the 
not-so-subtle pleas of the incoming Biden 
administration to “wait for us”, is only one 
indication of the extent to which the US and 
EU are not entirely on the same page”. It will be 
interesting to watch how this plays out.

Triangulation - 20  January, 2021

It seems that western countries are rapidly dividing into two camps in managing their trading and 
diplomatic relationship with China:

It’s going to be tough for the ‘Middle power countries’ above, who stood up to China’s assertiveness

Major trading blocs  - USA and the EU

Middle power countries - UK (post Brexit), Australia, New Zealand and Canada
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in 2020 and suffered the trade consequences, to see allies like America and Europe benefit from 
new trade deals with China at their expense. Keeping everyone happy will be a big test for President 
Biden in his first year in office, which officially starts later today.

Today is Indian Republic Day, the annual recognition of the date on which the Constitution of India 
came into effect (26 January 1950) which marked the end of British Colonial Rule in India after over 
200 years.  By chance, I found myself in Delhi on 26th January 2006, providing a rare opportunity 
to mingle amongst the crowds on a chilly morning to watch the colourful military parade, including 
regiments of the Indian Army, Navy, Air Force, police and paramilitary forces, together with the 
latest Indian missiles, aircraft, and weapon systems. As my colleague, Graham said to me under 
his breath, as we nervously witnessed the arrival of the special guest of honour, President Putin of 
Russia, “it’s not often you get the chance to be so up and close with a cruise missile!”

The India-China relationship is, without doubt, the one to watch in the years ahead. The two 
most populous countries in the world share a border in the icy plains of India’s Ladakh region 
which became a flashpoint of conflict in June last year after hand-to-hand military combat and 
the death of troops on both sides. This was the first time that Chinese troops had been killed in 
action outside United Nations peacekeeping operations in more than four decades, and became 
one of the many signs of China’s increasing assertiveness and Indo-Pacific resistance in 2020. 
An uneasy truce has prevailed since then, and in fact there have been reports of more skirmishes 
in recent weeks.

Indian Republic Day - 26  January, 2021
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Both countries are half way through their own industrial revolutions and, with their large 
populations, increasing ambition and growing economic clout, the bilateral relationship will be 
critical to world peace, global economic growth and humanity’s response to climate change. In 
decades to come, it won’t be possible to talk about the rise of China without making reference 
to the increasing influence of India’s youthful population, its vibrant but messy democracy, and 
its fast growing global influence. Expect one or both leaders to one day channel the words of JFK 
during a 1961 address to the Canadian Parliament: “Geography has made us neighbours. History 
has made us friends. Economics has made us partners. And necessity has made us allies. Those 
whom nature hath so joined together, let no man put asunder. What unites us is far greater than 
what divides us.” I hope I’m right.

Of the twenty most populated cities in the world, how many have you visited? I counted 12 out 
of the top 20 which (mainly) reflects my travels around the four BRIC countries (Brazil, Russia, 
India and China) which have become increasingly ‘urbanised’ in recent times and will continue to 
dominate this list in the decades ahead.

According to Visual Capitalist “While 
Tokyo is the world’s most populous city 
with 37,393,000 people, this number is 
leveling out due to declining birth rates 
and an aging population. Indian and 
Chinese cities, on the other hand, will 
continue to grow rapidly in the coming 
years. In fact, it’s expected that Delhi’s 
population could surpass Tokyo’s by 
2028”.

It’s not surprising to see that Bangalore 
(India), Lahore (Pakistan), Guangzhou 
(China), Shenzhen (China), and Chennai 
(india) are all expected to make this list 
by 2035, reflecting rising urban growth 
in the Asian Century, and it won’t be long

Asian Urbanisation - 27  January, 2021
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In just over 12 months time, and assuming all goes according to plan, China will be hosting 
the Beijing 2022 Olympic and Paralympic Winter Games. This raises all kinds of questions 
about security and safety which won’t be lost on the world’s athletes, fans and media who are, 
presumably, preparing for a trip to Beijing in February 2022 (the Winter Games are scheduled 
from 4th to 20th February 2022).

By hosting the 2022 Winter Olympics, Beijing will become the first city to host both the Summer 
and Winter Games and, knowing China’s ability to plan and stage major events like this, it will be 
an opportunity for President Xi to win back friends from around the world and promote winter 
sports to China’s domestic audience (it is expected that around 300 million Chinese people will take 
up skiing and other winter sports at China’s new world class Olympic facilities).

2022 Winter Olympics - 28  January, 2021

before more African cities start to make an impression on the fringes.

We’re only one year into a global pandemic which is starting to raise questions about the merits of 
living in polluted over-crowded cities, but as the article concludes “with the emergence of smart 
and green cities, the quality of life for many urban dwellers will likely continue to improve, and more 
large urban areas will morph into megacities”.
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According to CGTN, “the Winter Olympic Village - with a total of 25 competition and 
non-competition venues - is expected to be completed by June” and was recently inspected 
by President Xi who called for “replanning and readjusting all work in accordance with new 
circumstances while focusing on both epidemic prevention and control”.

We’re going to be reading a lot more about next year’s Winter Olympics in the months ahead as the 
world’s media prepares to visit China again for a major sporting event. The politics, atmospherics 
and circumstances couldn’t be more different than existed at the time of the Beijing Summer Olympics 
of 2008, and the significance and timing of next year’s event won’t be lost on the Chinese. You can 
be certain that they will be planning a campaign to win back the hearts and minds of local and 
foreign audiences on the ski slopes of Beijing and Zhangjiakou.

One of the reasons that Britain, and then America, were the global powerhouses of the last 300 
years is because they had the capital, resources and commitment to lead the world in innovation. It’s 
no coincidence that a country that could marshall the resources, creativity and innovation required 
to put a man on the moon in 1969 became the source of some of the largest household brand 
names of our generation (e.g Apple, Microsoft, Google etc.) and, whatever your view is of America 
today, they are still in the top 3 most innovative countries in the world, as is well illustrated by 
Visual Capitalist in their latest infographic: “The Most Innovative Countries, Ranked by Income 
Group” (see below). Switzerland and Sweden are also significant amongst the high income ranking 
countries.

Many will be surprised to see China, a country which was not well known for being innovative 
in the past, is shown at the top of the Upper Middle Income Group with the comment “the 
nations making the biggest moves in GII ranking are found in Asia. China, Vietnam, India, and 
the Philippines have risen the most of all countries, with all four now in the top 50. China broke 
into the top 15 in 2019 and remains the only middle-income economy in the top 30. In 2020, 
South Korea became the second Asian economy to enter the top 10, after Singapore. As the first 
Asian country to move into the global top five, Singapore joined the leaders in 2018, and now 
sits at 8th place. In another first for 2020, India has now broken into the top 50”.

China and the rest of Asia is well positioned to lead the innovation race of the coming decade. They 
have the capital to invest in education, R&D, infrastructure and technology, the resources (in terms 

Capital, Resources and Commitment - 3  February, 2021
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Following on from yesterday’s issue regarding innovation, it’s timely to read of China’s ongoing 
commitment to intellectual property protection which comes all the way from the top. According to 
the South China Morning Post, in a newly released transcript of a speech he made to the Politburo 
in November last year, President Xi outlined his commitment to innovation, saying “it is the No 1 
driver for development. Protecting intellectual property is protecting innovation” and encouraging 
officials “to crack down on intellectual property violations and overcome local protectionism”. He 
also said “we can only improve our business environment and elevate the opening up of our country 
to a higher level and quality if we strictly enforce IP protection,” adding that this is “the key to 
safeguarding China’s national security and home-grown core technologies”.

This is very significant and shouldn’t be dismissed as merely words. China has come a long way to 
develop and modernise its IP laws, which are now on a par with most other jurisdictions but, most 

Intellectual Property Protection - 4  February, 2021

of their large population) to create and inspire world class entrepreneurs, scientists and investors, 
and the commitment to lead the world in the one area which is coveted by all: Innovation. This is 
why we are living in the “Asian Century”.

Source: Visual Capitalist
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importantly, there now appears to be a national commitment to properly enforce these laws for the 
benefit of local as well as foreign companies. Chinese companies now have a lot to lose themselves 
from IP theft, both locally and overseas, and this was always going to be the catalyst for a greater 
commitment to enforcing IP protection, at home and abroad.

Some will argue that this new commitment to IP protection has come too little and too late for 
some western entrepreneurs who may have felt in the past that their IP rights have not been 
properly respected nor enforced in China. That may well be true. But it shouldn’t stop new foreign 
innovators from raising capital and commercialising their innovations in China in the future, as 
China has the money and the market.
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Hong Kong Blues
Chapter 8

I lived in Hong Kong during a period which is now described as “the good old days”, from 1987 
to 1995 and, like many people, I have a heartfelt fondness for the place, especially for the people, 
the local culture and the dynamic business environment, which brings me back over and over 
again. After a year of violent protests in 2019, the Year of the Rat has seen China move rapidly to 
bring Hong Kong under its control which has created fear and dismay in many parts of the world, 
including in Hong Kong itself. I was a close follower of all these developments throughout the 
year and, from time to time, I found it necessary to comment on the news stories and to add some 
context and history to the talking points. Hong Kong remains an important gateway to China for 
foreign companies, and is one of the key cities which will drive the growth of China’s Greater Bay 
Area. Whilst it’s hard to do, Hong Kongers need to shed the past and look to the future as an 
essential part of modern China, with all that comes with it. It won’t be easy, and many will leave 
or keep fighting, but there’s no going back now!



Spare a thought for the people of Hong Kong who are enduring really tough times. After suffering 
the severe economic impact of the US Trade War and 6 months of political protests, which caused 
the local economy to shrink by almost 3% in the last quarter of last year, they are now facing a 
further hit of -6% as a result of the Coronavirus and its impact on the tourism and retail sectors. 
According to recent figures, Hong Kong has experienced a 56% drop in visitors so far in 2020, 
compared to the same period last year, which is the worst fall since the outbreak of SARS in 2003.

This once proud, confident and much admired city, which once stood as a beacon of hope and 
modernisation while China commenced its urbanisation program at the turn of this century, has 
suffered its own ‘annus horribilis’ and is in drastic need of strong leadership, community support 
and a vision for a better future. Unfortunately, all of these essential elements are in short supply at 
the moment and the local Government, severely weakened from the recent protests, seems unlikely 
to win back public support in the short term, a fact which is extremely worrying during a major 
health scare like this one. 

When I lived in Hong Kong in the late 1980s, everyone I knew owned HSBC shares. In those days 
it was known as the HongKong and Shanghai Banking Corporation and its headquarters was firmly 
located at 1 Queen’s Road Central in the unique structure conceived by the famous British architect, 
Sir Norman Foster (which, according to folklore, was designed in such a way that it could be pulled 
apart and placed into a flat pack to facilitate a move to a new location, if needed, after 1997) and the 
Chairman, Michael Sandberg, lived in an interesting looking house on the Peak which was clearly 
visible from Central (the CBD district).

I’ve heard that the wealthiest families are simply 
fleeing Hong Kong to seek refuge in UK, US, 
Canada, Australia, New Zealand and other safe 
havens. These places will benefit from the short 
term injection of capital and dynamism which 
Hong Kong is famous for. But I worry about those 
left behind, who have nowhere to go, or prefer to 
stay and work for the future of Hong Kong, and 
face difficult and uncertain times.

Hong Kong Blues - 5  February, 2020

Owning HSBC shares - 18  May, 2020
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Back in the early 1990s and living in Hong Kong, I was a member of a group of British expatriates who 
formed a small lobby group to try and persuade the British Government to issue British passports to 
every Hong Kong citizen (there were 6 million at the time). We believed that, as British subjects, Hong 
Kong residents were entitled to a passport and, before handing the colony over to China, Britain had a 
moral obligation to offer this as a final parting gesture. We received support for this proposal from the 
last Governor of Hong Kong, Lord Chris Patten and his predecessor, Sir David Wilson.

Most Hong Kongers owned HSBC shares partly because of the bank’s generous dividend policy 
which, for the past 74 years, has delivered quarterly payments on time to the many thousands 
of HK households who set their watch by the time when the payments hit their bank account 
(also with HK Bank) and they were seldom disappointed. But, like many other things, times have 
changed.

After addressing the 3 factors, they conclude by saying “HSBC’s future stock performance will 
depend heavily on how well its management executes, how well it does in China, and how the 
bank handles the fintech revolution”, Fair enough, but then they deliver the killer blow saying 
“buying HSBC shares is an out-of-date idea”. 

Has it really got that bad? Is it time to place your HK dollars under the mattress? Many people I knew 
in those days would turn in their graves at this preposterous idea! 

In this Motley Fool article “HSBC’s 
Future Depends on These 3 Factors”, 
they make the point that “HSBC’s 
stock price has fallen around 34% 
year-to-date and the bank recently 
cancelled its dividend for the first 
time in 74 years. Since the beginning 
of 2000, the bank’s total returns have 
also been negative. While HSBC’s 
stock has lagged in the past, its 
future isn’t set in stone”. These last 
few words kept me interested and so 
I carried on reading.

British Passports in Hong Kong - 27  May, 2020



Of course, whilst many people laughed at this preposterous idea, some British MPs actually 
travelled to Hong Kong to meet us (no doubt at taxpayers expense) to listen to our concerns 
and give their views which, in all cases, was that Britain couldn’t risk the possibility of 6 million 
HKers turning up in the UK and expecting to be given “the right of abode”. Whilst we pointed 
out that this wasn’t going to happen and, in any case, there was a moral obligation, this fell on 
deaf ears. After months of lobbying, the Government did end up offering 50,000 passports under 
the “British Nationality (Hong Kong) Selection Scheme” which, in a final act of defiance by the 
Hong Kong people towards their former colonial masters, were only partly taken up.

I’ve often wondered what the situation would look like today if every member of every Hong Kong 
family had a British passport? It would change the dynamics somewhat, particularly in relation to 
Hong Kong’s relationship with China, and it would provide some obligation on the UK to offer 
consular protection to its passport holders in certain circumstances. But would it make the current 
situation in Hong Kong any better, worse, or still the same? 

One of the enduring pillars of 
global confidence in Hong Kong 
and its monetary system is the 
Hong Kong dollar “peg”, the 
mechanism by which the HKD 
v USD exchange rate is fixed at 
an exchange rate of 7.80 and, 
since 1983 (the time when it 
was first introduced to counter 
the negative sentiment caused 
by Britain entering into formal 
negotiations to transfer Hong 
Kong back to China in 1997) it 
has withstood the test of various 
market shocks, speculation and 
opportunism.

As safe as the HKD Peg - 11  June, 2020

As explained by Reuters “the HKD is pegged in a narrow range of 7.75-7.85 to the U.S. dollar. The 
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Hong Kong Monetary Authority (HKMA) buys and sells the currency at either limit to maintain the 
range. Buying HKD boosts it by reducing its availability and raises the costs of betting against the 
currency. Sales do the opposite”.

I remember many times when the HKD peg has been challenged by market speculators, notably 
George Soros during the Asian Financial Crisis in 1998, and it always creates great media interest 
and wild speculation amongst financial commentators. When I lived in Hong Kong during the early 
90s, it was strange to be living in a booming economy with such a weak currency as a result of 
the US recession of 1990/91, a time when many locals complained bitterly about their dwindling 
purchasing power overseas.

We are now going through an unsettling period again with new speculation about US-China trade 
tensions and, more recently, China’s proposal to impose national security laws on Hong Kong. 
Depending on who you listen to, the peg is under pressure again and some hedge fund managers 
are taking major bets against it. Perhaps they know something we don’t but I’ll be very surprised if 
the speculators win this time!

As a British expatriate living in Hong Kong in the years leading up to the handover in 1997, I have 
to admit that I was disappointed to witness the attempts made in the last 5 years to rush through 
a democracy system, based on the Westminster model, which had somehow been overlooked in 
the previous 94 years of British rule. Not surprisingly, the Chinese Government refused to accept 
this and the UK missed out on many of the lucrative projects and contracts that would no doubt 
have been awarded to British companies if the Hong Kong handover had been more harmonious. I 
don’t want to blame any individuals for their role in all of this but collectively it was a huge mess up 
which could have been avoided with a little bit of sensitivity, diplomacy and pragmatism. Anyway, 
that’s all a long time ago now.

But now, as though the pre 1997 madness wasn’t bad enough, the British Government has 
suddenly decided (again) that they really care about the rights and freedoms of Hong Kong citizens 
and want to pick a fight with China over the introduction of a new HK security law proposed by 
Beijing. This at a time when the British economy has contracted by 20%, the Covid crisis is still 
raging throughout the community and, following Brexit, Britain is presumably seeking to attract 
new trading partners. By all accounts, the UK-China relationship was moving in a promising

Madness in Britain - 14  June, 2020
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direction prior to Covid and, unlike some other countries, Britain is not over-exposed to 
China (China accounts for only 7% of U.K. imports and 4% of exports). With the US-China 
relationship deteriorating further, Britain is/was/will be well positioned to take full advantage 
of future opportunities in China in a post covid world.

Whilst the politicians are pointing fingers and no doubt deflecting attention away from their 
handling of the Covid crisis, the diplomats are going to have their work cut out to sort out the 
mess they’re leaving behind.

I’m extremely diffident about commenting on Hong Kong’s new Security Law, with all the 
negative Western media commentary and protests of Hong Kong democrats. But it’s an 
important development for China to have acted in this way, and it can’t be ignored although 
I have not yet seen an official English text of the law.

Firstly, it’s unfortunate that Hong Kong doesn’t have existing laws in place to “prevent and 
punish acts of secession, subversion, terrorism and collusion with foreign forces” having had 23 
years in which to deal with the problem in its own way. Most other countries have had similar 
laws in place for at least 20 years (since 9/11) and they are constantly being strengthened and

Hong Kong’s Security Law - 1  July, 2020
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Having worked in the financial services sector in London, Hong Kong and Sydney, I’ve led many 
initiatives over the years designed to connect China’s high net worth investor population with 
the international funds management sector by offering access to diversification, transparency and 
world class expertise. The latest move by the Chinese Government to connect Hong Kong’s wealth 
management sector (which is already very international) with China’s Greater Bay Area looks very 
significant to me and, according to my old friend Stewart Aldcroft in Hong Kong (a long term 

applied to deal with real and/or perceived threats against the national interest. HK Chief Executive 
Carrie Lam was right to say “I urge the international community to respect our country’s right to 
safeguard national security and Hong Kong people’s aspirations for stability and harmony.” It’s hard 
to imagine any other Government putting up with the extreme violence and destruction that took 
place on the streets of Hong Kong last year. China, having so recently resumed sovereignty, was 
troubled by those openly campaigning for Hong Kong’s independence.

Having scanned much of what’s been written in the international media yesterday, I think that the 
last word on this topic, at least for now, should go to the editor of the local paper, the South China 
Morning Post who wrote “Beijing’s priority may be to put the law in place rather than have to use 
it. That would be an ideal outcome. But it is only to be expected that elements have still troubled 
some people, such as mainland jurisdiction over certain “rare” cases that will be tried across the 
border. It remains to be seen whether, after so much social unrest, the economic devastation of 
coronavirus measures and divisive controversy over the national security law, Hong Kong can 
recover economic momentum and enhance its status as a financial centre. To win the hearts and 
minds of Hongkongers is a tough assignment and will take time”.

Having said that, the manner in which these 
laws have been imposed on Hong Kong by 
China is of concern and appears to undermine 
the “high degree of autonomy” promised in the 
Joint Declaration and the “One Country Two 
Systems” that has existed since 1997. I can see 
that this would attract criticism and concern 
from all who care about Hong Kong and its 
people, and that includes many people I know 
and love.

Wealth Management Bonanza - 13  July, 2020
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stalwart of HK’s funds management sector who I first met around the time of the crash of ‘87) 
“has the potential to offer one of the greatest opportunities available for both local and global fund 
managers in Hong Kong” by offering cross-border access to more than 70 million people.

The race is now on for global fund managers, insurance companies and wealth management 
professionals to get involved.

According to Stewart, the recently announced “wealth 
management connect” scheme is intended to lean on 
the existing Mutual Recognition framework that exists 
between Hong Kong and China and “further develop 
financial products with cross-border access for an array of 
wealth management products, including mutual funds, 
exchange-traded funds, securities, private equity and 
credit products, medical, accident and vehicle insurance 
products, and life insurance products. The potential of a 
“wealth management connect” in the Greater Bay Area is 
unlimited. China’s retail investors have poured more than 
Rmb1 trillion (US$141 billion) into the launch of over 
640 new funds in 2020 year to date, demonstrating their 
need to find more attractive investment propositions”.

When I was young, all the toys I played with carried the label “Made in Hong Kong”. It conjured 
up an image of a magical place in the “Far East” which, in my imagination at least, was a giant 
toy factory. Of course, everything changed in the early 1990s when Deng Xiaopong opened up 
southern China as a “special economic zone” and the Hong Kong entrepreneurs moved their 
factories to Guangdong province to take advantage of cheaper labour and low cost land, and 
Hong Kong was transformed from a manufacturing hub into a financial services centre.

At least that’s what I thought until the US President woke up on 11th August and ordered all of 
Hong Kong’s US-bound exports to be marked “Made in China”. It made me wonder what is still 
manufactured in Hong Kong and how the territory would be affected by this. According to Dennis 
Ng Wang-pun, President of the Chinese Manufacturers’ Association, “there are more than 300 
home-grown brands with products ranging from food and pharmaceuticals to jewellery, electric 

Made in Hong Kong - 20  August, 2020
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Many of my followers will know that, for 7 consecutive years (from 2009 to 2016), I organised and 
led the annual Australian mission to the Asian Financial Forum (‘AFF’) in Hong Kong in January, 
which was a great way to kick-start the New Year. After 5 days of intense networking and learning 
from the financial services community in Asia, everyone returned home with an energy and focus 
which swiftly propelled them back into work mode after the Xmas break, and I have to admit that 
I missed it this year.

appliances and electronic goods” and “there are more than a dozen new brands coming to the 
market every year.”

According to the SCMP, “Some iconic Hong Kong names 
in the food and catering sector that have a presence in the 
US are Kee Wah Bakery, Maxim’s and Wing Wah Hong 
Kong. Founded in 1938, Kee Wah is one of the city’s 
oldest bakeries, known for its traditional Chinese goodies 
such as pineapple shortbread, cookies and bridal cakes with

flaky pastry, as well as lotus seed or bean paste filling. The company told the Post it ships 
mooncakes, a Mid-Autumn Festival delicacy, to the US, with this year’s batch completed ahead 
of the deadline. Meanwhile, Wing Wah Hong Kong’s niche as a home-grown bakery can be 
traced back to its humble beginnings as a tea house in Yuen Long in 1950. Now it sells to 100 
countries including the US. It prides itself on the motto: “As long as there are Chinese people 
around, there will be a Hong Kong Yuen Long Wing Wah Mooncake.” Let’s hope they’re right.

Asian Financial Forum 2021 - 21  January, 2021

I was impressed by the general optimism about the prospects for the global economy in 2021 
amongst the global finance community, and the key takeaways were:

In a sign of the times, this year’s AFF was 
hosted online over two days, with speakers 
dialling in from all around the world, and the 
only networking possible was a small gathering 
of masked delegates at Hong Kong House in 
Sydney where we enjoyed watching the ‘Panel 
Discussion on the Global Economic Outlook’ 
which was live streamed from Hong Kong
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Whereas Asia has previously relied on the US and Europe to stimulate global economic 
growth, this year it’s expected that Asia will take the lead, especially China. That’s a 
major shift from the first AFF I attended in 2009 when China was a very small economy 
and, whilst enjoying double digit growth in those days, was not ready to do the heavy 
lifting as will be required this year.

The general outlook and sentiment amongst the 8,000 plus attendees of the AFF was 
surprisingly positive compared to this time last year. A quick survey at the start of this 
year’s AFF showed 31.2% were feeling Optimistic (22% last year), 21.6% Pessimistic 
(40% last year) and 47.2% Neutral (38% last year). Given that AFF delegates include a 
global spread of bankers, asset managers, economists and other financial experts, these 
results are significant as they come from an informed and educated industry perspective.

Recent financial crises have been caused by financial or economic shocks which were 
often blamed on the Banking system. This time the cause of the shock was a global 
pandemic and Banks will be required to play an important role in stimulating the 
recovery. Priorities for 2021 are:

Digitalisation
Sustainability (ESG)
Talent development
Embracing disruption and change
Deeper integration with China

There is a significant focus on the Wealth Management industry which is required 
to step up to support the growing affluence and increasing wealth amongst China’s 
middle class population. This creates major opportunities for Hong Kong and other 
countries to get involved in building world class wealth management infrastructure, 
including advice, funds management, products, technology, regulations and systems. 

After running my own wealth management business in Hong Kong in the 1980/90s, I moved from 
Hong Kong to Sydney in 1995 with a grand vision to build a bridge between Australia’s wealth 
management industry (which at the time was going through a period of rapid innovation) and 
Hong Kong’s vibrant but relatively under-developed financial services sector. This remains one of

Wealth Management Connect - 25  January, 2021
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the unfinished chapters of my life, and I haven’t given up on it yet!

Hong Kong’s asset management sector (now the largest in Asia by far, with funds under management
of USD3.7 trillion, and 1,800 fund managers employing 45,000 people) has recently received a 
massive boost from the launch of the Guangdong-Hong Kong-Macau Greater Bay Area Wealth
Management Connect scheme which offers the local funds management industry the opportunity 
to connect with 70 million affluent middle class Chinese people living in the Greater Bay Area 
(where it is estimated that there are more than 450,000 high-net-worth families, with estimated 
aggregate investable assets of RMB2.7 trillion, making it the world’s wealthiest region) who, for 
the first time, will have the opportunity to invest in overseas assets via Hong Kong (similar to 
‘Stock Connect’ and ‘Bond Connect’ which has worked well so far for the institutional market). 
This was one of the dominant themes of last week’s Asian Financial Forum due to the need for 
Hong Kong’s asset management sector to gear up quickly to service a market which is 10 times 
its current size.

It goes without saying that Hong Kong will be looking to adopt world’s best practice as they seek 
innovative ideas, capabilities and services from leading players in other markets in many areas, 
for example:

The delivery of financial advice (based on an investor’s risk profile, personal circumstances, 
long term goals etc.) which is scalable, effective and of high quality
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Countries around the world will be looking to get involved and, being a leading financial services 
sector in the Asia Pacific region, Australia is well positioned to take advantage. 

Product origination, innovation, communication, delivery and execution

Fintech (the technology and innovation that aims to compete with traditional financial 
methods in the delivery of financial services)

Back office systems, processing and reporting

Marketing communications

Regulation and Compliance

...and many others
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How Business 
Gets Done

Chapter 9

During the course of the year, I have touched on a number of timeless topics and themes which 
will be useful and valuable to any foreign company seeking to do business in China. Whilst we 
haven’t been able to travel to China this year, it’s given me a chance to unpack some thoughts and 
ideas which have been well received by readers and fellow China watchers. 



I was recently asked to contribute to a blog 
they were compiling on the “Biggest lessons 
learned from doing business in China” as one 
of eight China specialists. There are some real 
gems amongst all the comments shared by 
my co-contributors, mostly relating to what I 
regard as the “soft skills” you need to develop 
when doing business in China, and so I highly 
recommend you read the whole article.

Biggest Lessons - 3  February, 2020

My favourite was from Paul O’Brien, the chief editor of ChemLinked, who said “The first thing I 
advise people to do is get away from the idea of going to China to make money. First, you need to 
find a way to line the pockets of someone Chinese, and you better be extremely careful about who 
that is. Once you’ve figured out a way to make someone Chinese money, your next step is to ensure 
your own interests are sufficiently protected”.

There’s definitely something in this. In fact, when you think about it, shouldn’t all business be done 
this way? How many times have you gone out looking for a client, customer, referrer or influencer 
to help you meet your objectives, and forgotten to work out (or even ask) how they’re going to get 
rich by working with you? If you say ‘never’ I won’t believe you!

Here’s my Three Biggest Lessons:

For the last 30 years or so, I have regularly travelled to China to work with Chinese investors, 
entrepreneurs and business leaders who have various interests around the world. Doing business 
with them is never easy and throws up some unique obstacles and, whilst I think I’ve learnt a lot 
from being on the ground, I still feel I’m learning all the time! However, here are the three biggest 
lessons I’ve learned from doing business in China so far:

1. Relationships before Transactions

Those of us who do business in China understand that, in order to gain the trust of a Chinese 
investor, partner or buyer from which a business relationship can flourish, you need to invest in 
building relationships first before proceeding to any type of deal or transaction. This means that 
you need to leave the quote, proposal or contract in the drawer, and take your Chinese guests out

David Thomas in Beijing, September 1989
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for lunch, exchange gifts, tell stories and laugh a lot. I refer to this process as drinking “Three 
Cups of Tea”. You’ll be surprised how old fashioned relationship-building can lead to real business 
opportunities if you listen more, talk less and focus on building the relationship rather than the 
transaction.

2. China is not one market

China is not one market, its many markets, each with different characteristics, opportunities and 
challenges, and the place you start (even if it doesn’t end up being the place you finish) should only 
be decided after doing some proper research and an evaluation of different market entry options. 
Otherwise, you’re “hoping for the best’ which isn’t the way you would approach a new market in 
your home country, and definitely won’t work in China!

Amongst many other things, your market research should include:

3. Take a leap of faith

As a guest in their country, and a foreigner who doesn’t speak their language, you are basically 
prey to the dynamic and changing environment around you and, despite your normal instincts and 
judgement, you would do best to relax, take a deep breath and go with the flow. To do otherwise 
is to show a weakness which will not go down well with your hosts who are desperately trying to 
please you.

An evaluation of the characteristics of different markets and customer segment

A review of different industry clusters in first and second tier cities

An understanding of the regulatory environment which can be different in each province

A competitor analysis, especially in relation to pricing, positioning and messaging

An overlay of your existing preferences, contacts, friends, connections and likely support

And many more

Only when you’ve done the research and you know what you’re doing should you start talking to 
potential clients, partners, investors and/or distributors.



I am not saying this is easy (if I had a 
dollar for every time plans have changed 
at short notice, for no apparent reason, 
and I’ve wanted to walk out, scream and/
or get on the next flight home…) but I’ve 
come to realise over many years that a 
willingness to “take a leap of faith” is an 
inevitable, essential and necessary aspect 
of achieving success in China.

I remember once being told that, “if you want to do business in Asia, you need to take 3 cups of 
tea”. Over the years, I’ve found this to be a great analogy to use with clients and business partners 
as it places the emphasis on relationships before transactions. Something we’ve ignored in western 
democracies where we tend to rely on contracts, lawyers and the courts to resolve business disputes 
and/or to punish recalcitrant clients or negligent suppliers. Of course, the reality of enforcing your 
legal rights is actually quite onerous and expensive, but the existence of these things makes us feel 
safe enough to do business with people we may not actually like or trust.

How would you ever get anything done if there were no contracts, lawyers or courts? Because that’s 
exactly how China and many parts of Asia managed for literally thousands of years before the last 
30 years? The answer is that you could only do business within the trusted circle of your friends, 
family and close networks, which is exactly the way it’s still done today.

I highly recommend a timely, perceptive and intelligent thought leadership piece from my friend 
and colleague, Dr Poli Tan on the tricky issue of Intercultural Development at this very sensitive and 
difficult period in our history.

Having worked with Poli on my own cultural profile, and found myself in what she describes as 
the “Minimisation” orientation, it seems that, despite my awareness and sensitivity for cultural 
differences, I still have a lot to learn on this topic. 

Three Cups of Tea - 20  April, 2020

Cultural Revolution - 2  July, 2020
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During a campaign speech in 1959, JFK was one of the first westerners to say in public: “in the

As Poli says “Individuals at Minimisation orientation also may want to be perceived as ‘tolerant’ and 
avoid ‘stereotyping’ and perceive tolerant as sufficient, hence lacking appreciation of diversity as a 
resource. When confronting the current Black Lives Matter issue, many ‘Minimisation’ dominant 
culture individuals, may now be afraid to speak as they may be trying to be sensitive or are ‘afraid to 
make a mistake’. Despite this, Minimisation individuals having super good intention to offer change 
or very often, they fight for ‘change in others’, these individuals tend not to have the urgency to 
change themselves”. 

I was reminded over the weekend that China once went through a “cultural revolution” (from 1966 
until 1976) and effectively destroyed everything and started again from scratch. Without wanting 
to trivialise or minimise the enormous disruption and pain caused by this process, the experience of 
the last 50 years has suggested that you can emerge from a dark period like this and prosper again. 
Is it possible that the west is now on the edge of its own “cultural revolution”?

Opportunistic - 28  July, 2020
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chinese language, the word ‘crisis’ is composed of 
two characters, one representing danger and the 
other, ‘opportunity’”. This throw-away comment is 
used so often these days, particularly in recent weeks 
during this Covid crisis (it was even mentioned by 
one of the speakers to kick off his presentation at a 
conference I attended last weekend) that I thought I 
should mention (with regret) that this isn’t actually 
quite right.

It’s true that the chinese word for ‘crisis’ (危机, pronounced wēijī) means ‘hidden danger, disaster 
or crisis’. The first character wēi (危) does indeed mean ‘dangerous’ or ‘precarious’, but the second 
character jī (机) does not mean ‘opportunity’ in isolation, but something more along the lines of 
‘time of change’. The misinterpretation arises from the fact that the character for jī (机) is included 
in the Chinese word for “opportunity”, jīhuì (机会).

I’m sorry if this comes as a disappointment because JFK’s interpretation is better and more 
compelling, and has become a motivational tool for westerners to see times of crisis (like the 
one we’re in now) as a great opportunity. But, as a reader of China Bites, I thought you should 
know the actual facts!

Setting up a foreign company in China (now known as a Foreign Invested Enterprise “FIE” but 
previously referred to as a wholly owned foreign enterprise, “WFOE”) is getting easier than it 
used to be. You can see the effort and commitment China is making to simplify and speed up the 
process and, above all, remove the formal paid up capital levels which, from my experience was 
a major deterrent, at least for SMEs and entrepreneurs.

As outlined by FDI China, “Chinese Company Law was amended in 2014 to specify no fixed 
minimum capital for a WFOE to be established. Prior to this, it was common to see local 
authorities requiring a minimum of 500k to 1 million RMB capital for consulting and trading 
WFOEs (and more for manufacturing WFOEs). In some specific industries, there are still 
minimum levels required, but these are in specialised areas usually with financial obligations”.

Capital Requirements - 3  August, 2020
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The key points are:

For a long time, China has found it difficult and frustrating to persuade foreign companies to 
go to the trouble of establishing a local China subsidiary, due to the complexity and onerous 
requirements of their local bureaucracy. You can see that they’re trying very hard to make it easier.

There is no defined minimum capital requirement any more

Capital is still required but there is more flexibility to set your own level based on a 
reasonable estimate of what you’re going to need to operate the business

You can define your own capital injection time frame rather than have it imposed on you

It’s important to get this right from the start as it will be complex and time-consuming 
to change capital levels after approval.
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Your ability to do business with China depends on 3 things (in no particular order):

These are the three areas that need the most attention. The rest is easy!

The strength of your relationships on the ground in China (employees, partners, 
investors, distributors, Government connections etc.) who will protect and promote 
you and your brand in a competitive, complex and fast-changing environment

Your ability to supply to a large, unpredictable and fast growing market in China 
(customers, clients, buyers, consumers) which requires careful planning, sourcing and 
resourcing

The quality and mindset of your people (leaders, managers, employees) who need high 
levels of competence and capabilities in cultural awareness, language, negotiation and 
relationship-building skills

On a recent road trip around regional New South Wales, and an overnight stay in the country town 
of Orange, I enjoyed a glass of “The Idiot” Shiraz, a wonderful example of a cool climate Shiraz 
from the renowned local winemaker, Philip Shaw. I enjoyed it so much I bought a small case which 
probably won’t last very long!

It got me thinking that Australia is one of the few countries in 
the world where you could get away with naming your wine, 
“The Idiot”. I don’t think the Americans would think too much 
of it, or the Brits, and certainly not the French, and you wouldn’t 
expect the wealthy Chinese to serve a wine to their friends and 
business partners with the words “The Idiot” splashed on the 
label. Australia is truly unique in its celebration of quirky names, 
mateship, egalitarianism and a ‘fair go for all’ which, whilst 
admirable, doesn’t translate particularly well into more hierarchical 
cultures where aspirational names and symbols means as much 
(if not more) than the taste of the wine itself.

Name Games - 18  August, 2020

Strategic Priorities  - 10  August, 2020
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The gold standard for Australian wine brands in China is Penfolds who’s famous chinese name (
奔富 pronounced ‘Ben Fu’) translates into “chasing the wealth” and is one of the reasons for the 
amazing success of their brand amongst premium wine consumers in the Chinese market. Penfolds
labels consistently make up 7 to 8 of the top 10 wine selections in China, which suggests that 
they were on to something in their choice of such an aspirational and popular chinese brand name.

Names, brands, logos, symbols, imagery and stories are all important in a new and fast changing 
environment like China. With yesterday’s shock announcement about an “anti-dumping enquiry” 
targeted at Australian wine exporters, and China buying just over one third of Australia’s wine 
exports, the Australian wine industry will be drawing on all of its resources, reputation and relation-
ships to protect its good name in the China market.

An enforceable legally binding document
A contract

There seems to be some confusion about 
the role, scope and purpose of an MOU 
(or Memorandum of Understanding). I’ve 
signed many MOUs over the years with 
Chinese investors, partners, associations 
and companies and I’ve found them to be 
a very useful step in the process of reaching 
an initial agreement, outlining the intentions 
of all parties and setting out the scope of a 
potential future business relationship.

It also has the added benefit of creating an ideal opportunity for smiles, handshakes, a signing 
ceremony (or my favourite, a ribbon cutting ceremony – see above), photographs and posts on 
social media which is a great way of taking the relationship forward. I therefore often recommend 
the drafting of an MOU as a helpful first step. It often gets described as “an agreement to move 
towards another agreement” but that’s fine when you’re simply trying to create momentum 
between two parties who are still engaged in the trust-building process.

In this context, an MOU is not:

MOUs - 2  September, 2020
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The dictionary describes an “MOU” as “a document that describes the general principles of an
agreement between parties, but does not amount to a substantive contract”. That sounds perfect to 
me. Next time you want to create some momentum or purpose to your discussions with a Chinese 
party, why not draft an MOU!

One of my readers (Ashley Cheng of Aperian Law, a specialist IP law firm based in Sydney) wote 
to me with some additional legal points which are worth noting in relation to the use of MOUs:

“As stated in that earlier piece, an MOU is a document that sets out the general principles of the 
agreement between the parties but is not the substantive and longer form contract that will govern 
the long term relationship between them.

In our experience MOUs are a very useful stepping stone in negotiations. They allow parties to 
crystallize the outcome of what they have achieved in their negotiations (thus bringing greater 
certainty to their intentions before the formal contracts are prepared and signed). But it is still 
important to remember that an MOU can have legal consequences – and may impose legal 
obligations on you with which you have to comply. Rushing to get something signed for its 
symbolic value may come back to bite you.

In Australia, courts look to the substance of a document, not necessarily its form or title. There 
are a number of cases where MOUs have been found to be binding. For example, in the 1986 
case of Baulkham Hills Private Hospital Pty Ltd v GR Securities Pty Ltd, the parties exchanged 
letters which ended with the phrase “would expect that [your response] would constitute a 
legally binding acceptance until such time as it is superseded by a formally binding agreement”. 
The courts interpreted the letters as a preliminary but still binding agreement even though the 
parties had also agreed a more formal document would supersede it.

The key question is always whether the parties intended the MOU to be binding and their

More on MOUs - 17  September, 2020

A deal
A transaction
A terms sheet
An agreement which, if breached, would lead to any legal proceedings or consequences
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understanding of the legal relationship created by the MOU. Sometimes decisions are made for 
the MOU to be silent on this topic – presumably in the belief that it gives the parties an ability 
to argue either side depending on what later happens

Answering this question is often more difficult because of the differences in legal culture between 
China and most western countries. While MOUs are generally not binding under the common law
countries (like Australia, UK and US), civil law countries (including China) have a long tradition of 
good faith negotiations.

This tradition is enshrined in Article 42 of the People’s Republic of China Contract Law. This makes 
a party liable, even in pre-contractual negotiations, for: (i) negotiating in bad faith under the pretext 
of concluding a contract; (ii) intentionally concealing a material fact or supplying false information 
relating to the conclusion of the contract; and (iii) any other conduct which violates the principle 
of good faith.

Thus, caution must be taken in how negotiations are conducted and what promises are made in an 
MOU. The need for caution is even more important where the parties have seen the same thing in 
a different way during the negotiations and the MOU does not clearly address the difference. For 
example, is an upfront payment made as an exclusivity fee (that is not recoverable in exchange for 
exclusive negotiation rights) or is it made as pre-payment (which is recoverable if the final contract 
is not signed)?

A well-crafted MOU should record the concluded arrangements using plain and unambiguous 
language. It should clearly identify those obligations that are agreed to be binding and those that 
are agreed to be mere intentions that are not binding - and what remains the subject of future 
negotiations. It may also record whether and how the parties can walk away from the negotiations 
(and the consequences for doing so) if remaining issues cannot be resolved within a specified time 
frame. It is often these harder aspects of a negotiation that get overlooked when the pressure is on, 
from the market or investors, to be seen to have made substantive progress”.

I am grateful for this clarification from legal experts in the relevant areas, particularly as relates to 
Contractual Law in China.

How Business Gets Done    163Chapter 9



For a good example of this, look no further than China Skinny’s 
analysis of “China’s Lucrative Post-90s Segment – How, What, 
Where and Who Online” which is freely available to anyone with 
a computer and an internet connection. Look at how much detail 
they have collected on the post 90s generation in China and their 
analysis of “the segment’s online preferences and behaviours to 
shed light into what pushes their buttons and where to push 
them”. And I know from working with them that this is only the 
tip of the iceberg in terms of the detailed research and analysis 
they provide to their clients.

There really is no excuse any more to doing comprehensive and thorough research before getting 
on a plane and engaging with the market. And it doesn’t have to cost a fortune either.

It’s widely accepted that in order to position your product appropriately in a crowded, populated 
and noisy market like China, you need to carve out a “Deep Niche”.

The narrower and deeper the niche, the better. And with such a large population available, and 
such vast diversity between the age groups in terms of consumer behaviour, disposable income and 

A Deep Niche - 23  September, 2020

When I started helping companies do consumer research in China in the early 2000s, I have to 
admit it was pretty much a ‘hit and miss’ affair. The information available from public sources 
(which you could access in English language on Google) was very primitive (high level statistics 
only supplied by Government agencies) and the best and most useful analysis was usually done by 
hiring young chinese graduates to walk around with clipboards asking people targeted questions
and comparing the prices of different products on supermarket shelves.

Just over 15 years later, it’s amazing how much high quality research is now publicly available on 
the internet (often free of charge or, if not, at a very modest cost) which points to a thriving local 
market research and data management industry, together with an abundance of rich, precise and 
highly targeted data on consumer preferences, behaviours and propensity collected from a retail 
sector which has become highly digitised.

Doing the Research - 22  September, 2020
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In addition to a “Deep Niche”, successful product and services providers in China need to develop 
a compelling “Brand Story” which will appeal to Chinese customers and clients in a crowded, 
noisy and competitive market. There really is no limit to how much time, effort and expense can 
be involved in getting this right, and many examples of high profile brands and companies who 
consistently get it wrong.

So what are the critical elements involved in developing a compelling “Brand Story”? Here are some 
thoughts for foreign companies to consider whilst doing their research:

Longevity – long term, historical, with a rich and deep cultural heritage/background
Innovative – includes unique cutting edge design and/or engineering elements
Prestigious – appeals to aspirational and motivated consumers with a big dream and/or vision for 
themselves, their business and/or their family

It goes without saying that, in order to develop a 
deep niche you need solid evidence of the target 
customer segment(s) that makes sense for your 
product/service and brand, and this will require 
some extensive research and an investment up 
front. The rewards for doing this thoroughly will 
come later.

Brand Story - 28  September, 2020

spending patterns, you can expect your niche to be more than large enough to sustain your whole
China business (assuming you get it right of course!)

So what are the key elements to establishing a deep niche? Here are some thoughts:

Targeted – based on a well defined and properly researched target customer segment(s)
Differentiated – a clear value proposition which articulates a unique market position
Premium – appeals to aspirational consumers with an eye for quality
Prestigious – leverages a brand story with heritage, legacy and/or luxury elements
Leveraged – allows for the niche to be expanded or scaled up over time
Responsive – flexibility to adapt to rapid market change
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Elegance – exudes quality, class and premium positioning
Personal – reflects traditional family values and lifestyle
Fresh – new, existing and shiny which hasn’t been seen before
International/Local – skillfully articulates the benefits, features and strengths of the country of origin
Chinese – in chinese language with appropriate symbolism, nuance, respect and cultural awareness

Developing a successful “Brand Story” is more of an ‘art’ than a ‘science’, although it consistently 
trips up large foreign players who can boast high brand equity and recognition in their home 
country and/or other international markets but end up getting it wrong in China. Past results are 
no guarantee of future success!

There’s no point in beating around the bush. If you’re going to do business in China, you’re going 
to need to spend some serious money in a wide range of areas, especially in research, people and 
(especially) marketing. Your marketing budget alone can run into millions of dollars to promote your 
brand story and create the deep niche that will be so essential in standing out from the competition 
and attracting your target customers to your product or service.

The days are long gone when you could turn up in China and expect the red carpet to be rolled out 
for you. You’ll need deep pockets and a commitment to a long term strategy to help you stand out 
from the crowd and get the results you are looking for.

As you consider your budgeting requirements for your China business, I suggest you consider some 
or all of the following:

Long Term – don’t be forced to give up too early. You’ll need to plan for at least 3-5 years
Marketing-driven – don’t underestimate the cost of effective and targeted marketing in a large, 
crowded and noisy environment
Analytical – be disciplined, dispassionate and focused on the bottom line – don’t get distracted
Flexible – build flexibility into the budgeting to swiftly move and respond to market forces
Capital Intensive – ensure your capital reserves are sufficient to iron out the volatility
Stakeholder Commitment – especially for when the going gets tough

The good news is that success in China can be exciting, transformational and life-changing and will

Financial Capacity - 29  September, 2020
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In my opinion, whilst establishing a brand story, deep niche and financial capacity to support your 
China market entry strategy are critical to your chances of success, nothing is more important than 
embracing the local culture. 

A company-wide commitment to a deep cultural understanding, awareness and acceptance of 
how business gets done in China, and how differences can be embraced, managed and/or worked 
through empathetically, needs to start at the top and filter down to every level of the organisation. 
There is no way of faking this in China.

So what are the critical elements involved in developing cultural awareness within your organisation? 
Here are some thoughts:

Curiosity – an organisational culture which encourages curiosity, exploration and learning
Intelligence – evolving from ‘IQ’ and ‘EQ’ to ‘CQ’ (‘Cultural Intelligence’) requires education, 
training and support
Diplomacy – resolving differences, conflicts and clashes, whilst saving face

Cultural Awareness - 30  September, 2020

alter the way you view the world. Be bold, courageous and disciplined. Trust the process.
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Language – understanding that the Chinese language is a ‘window’ into the culture
People – embrace culture, diversity and multiculturalism at every level, starting with recruitment
Hierarchy – vertical rather than horizontal
Respect – negotiate hard but always show respect
Relationships – putting relationships first – transactions and profits come later

It’s actually the single and most important factor that will determine your success or failure in China. 

It’s hard to do justice to such 
a complex, multi-faceted and 
multi-layered topic in just a few 
words and sentences. There is no 
shortage of books and resources on 
the topic written by leading experts 
and practitioners.

Success in China was once described to me as “Drinking from a Fire Hose” which is a good analogy 
to describe what it feels like to cope with the exhilarating/terrifying/challenging (delete words as 
appropriate) stream of requests, enquiries and orders that can arise from a successful promotional 
campaign in the world’s fastest growing consumer market.

My favourite example of this phenomena is the story of Bobby the Bear from the Bridestowe Estate 
Lavender Farm in Tasmania in 2014 which is held up as a warning to all budding entrepreneurs to 
be careful what you wish for when targeting the Chinese market. If you haven’t heard of this story 
before, it’s well worth searching for it on Google. I once met Robert Ravens and heard his story of 
living through this life-changing experience which could never have been predicted in advance and 
was overwhelming to all of those who lived through it.

It’s another good example of why you must be highly targeted in your marketing strategy for China 
and have your supply chain and technology ready and stress-tested in advance.

Drinking from a Fire Hose - 6  October, 2020
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Jane Thomas
Appendix 1

September 1937 - May 2020



My mother, Jane Thomas, passed away peacefully in May 2020 and my account of the Year of the 
Rat wouldn’t be complete without reference to my first trip to Beijing with her in September 1989, 
which really started my China Journey. 

Jane Thomas (1937-2020)

Pivotal Moment - 22  May, 2020

When I was young (in the 1970s) my mother, Jane Thomas, used to say to us that, when she 
retired, she wanted to move to a small rural village in China and write novels. Whilst this may have 
seemed an unlikely and far-fetched idea to most people, in her case this was entirely possible as she 
was known for travelling to mysterious countries which were politically charged and hard to access, 
and China was high on her list. I certainly believed her!

I got to take her on her first visit to China in September 1989 when we both travelled from Hong 
Kong to Beijing for the very first time. Looking back it was like arriving on a different planet. Our 
first glimpse of Beijing in 1989 was from the window of the taxi from the airport to our hotel near 
Tiananmen Square as we drove along wide roads passing rows of fast moving bicycles. The only 
sound was the gentle tinkle of bicycle bells as everyone went about their business not noticing two 

170    Jane Thomas Appendix 1



Jane Thomas    171Appendix 1

foreigners busily studying their maps and travel guides!

Under blue skies and warm sunshine, we visited all the popular tourist attractions virtually on our 
own, walking through the Forbidden City as the young Emperor would have done and smiling at 
the odd American with camera and checked trousers doing the same thing. But her favourite site 
was the Great Hall of the People which was the only place I could persuade her to pose for a photo 
(see previous page). We had a great 3 days in Beijing and, as history has shown, it was the start of 
my own China journey which has seen me go back many times myself and build a business around 
China trade in Australia. When my own story is written, this trip to Beijing with my Mum in 1989 
will be seen as a pivotal moment, and I’m so glad I got to share it with her. 

My Mum died peacefully in the UK on 9th May 2020 and the story of her life was beautifully 
captured by my brother Dan. She never made it to that rural village in China but it didn’t matter. 
She left her mark in many other ways, particularly on me.

As you can see from her obituary in the Guardian, she was quite a force in her day and widely 
admired by journalists, colleagues and local politicians. She fought for many worthwhile causes, 
was the backbone of the New Statesman and other publications, and she brought up four children 
who, with her support, encouragement and love, have all made a difference in their own ways. 
It was sad to lose her during this Covid year which prevented a proper family send off, but she 
won’t be forgotten.

By Dan Thomas

Linked in before Linkedin - Obituary in the Guardian Newspaper 20  May, 2020



Jane Thomas never had a LinkedIn account but she would have loved this opportunity for 
professional networking and connection.

She was linked in before LinkedIn. In the pre-internet days, she could find anyone’s phone number 
or address by thumbing through the Yellow Pages, phone books or, from the “ex-directory”, making 
calls to her many contacts and professional friends who owed her a favour. She was a natural 
researcher and could spot connections that would lead to the people she wanted to reach.

As Assistant to three Editors at the New Statesman magazine between 1979 and 1987 and later at
The Observer’s  Life magazine and the TV series Hard News, she was worth her weight in gold and 
the many journalists she worked with valued her accordingly.
  
She described her low-paid role as a “general dogsbody” but to her colleagues she was a fountain 
of good ideas, a gatekeeper, fact checker, researcher, confidante, cheerleader and friend.

Moved, like me, to write about her after her death on 9 May, former workmates described her as 
“indomitable in her domain, she essentially ran the show” …. “technically the Editor’s assistant. But 
that title absolutely did not do justice to her role, which was in fact Queen of the good ship New 
Statesman” …  “She would always have time to counsel, console, or on occasion deliver a good old 
fashioned kick up the bum to pretty much any member of staff - high or low.”  … “She was so smart 
and on it and obviously in charge - but also incredibly warm, supportive and good fun.”

Sharing her Guardian obituary on Twitter, one former colleague (Anthony Barnett) summed her
up in 140 characters thus: “A woman of her time. The restrictions of imperial Britain had gone. 
Women were free but few could find the roles they deserved. Personally liberated before feminism, 
she was never just an ‘assistant’.”

Jane Thomas had a gift for connection which she used to great effect for professional and personal 
reasons. As I look back on her life and our own mother-son connection I realise just how much I 
owe her for getting me started professionally.

Long before I had any work experience, she helped pave my way to a career in journalism (and later 
communications) that has given me so much fulfilment. Looking back at my awkward teenage years 
when the adult world of work (especially the high-octane, ego-driven world of journalism) seemed 
so intimidating, I now realise it was one of the most valuable gifts that she gave me.
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She was passionate about journalism and politics and I picked up on her enthusiasm. Nurturing my 
interest, she worked her connections to help get me started in journalism.

As an elected official on the Richmond Borough Council, she had got to know the local media and 
so one Summer when I was about 14 she got me two weeks of unpaid “work experience” on the 
Brentford & Chiswick Times. I can still remember the thrill (hers and mine) of seeing my first story 
in print – a NIB or news in brief about swans in the River Thames.

Next, she had me do bits of research and archiving at the New Statesman in Clerkenwell. She took 
pleasure in including me in her lunches with the writers and editors she worked with in the hope 
that I would begin to build my own confidence and make my own connections.

As I finished my second year at University College Cardiff, she persuaded her friend Helen at 
Pennine Radio News in Bradford to give me a month of work experience and a bed in her spare 
room. Now they call these things “internships” and are often linked to academic credits, but 
in the late 1980s this was the kind of self-organized work (and life) experience which could 
eventually land you a highly-prized job as a journalist.

But she didn’t stop there. Always with her ear to the ground in London, she fell upon the tip of a 
lifetime and in her characteristically generous way passed it straight on to me to see what I could 
do with it.

With her advice and encouragement ringing in my ears, I sold the story to the Sunday Mirror who 
splashed it on the front page as a “World Exclusive”.

The story about the Queen of England having a “secret” heart test had every national newspaper 
scrambling to catch up. Speculation about the state of the Head of State’s health was national news 
for a week before the British monarch climbed 152 steps to the top of Ardnamurchan Lighthouse to 
prove that there was nothing wrong with her ticker.

Since the News Editor of the Sunday Mirror couldn’t figure out how this young man in Bradford 
could have scooped the rest of Fleet Street with one phone call, he promptly offered me a paid job 
for the rest of my Summer holidays just in case I produced another story like it.

I did not. But by then my Mum had given me the leg up I needed to get a proper job as a graduate 
trainee on the Western Mail, the national newspaper of Wales.
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That’s where my professional career began.

I would like to say I could have got there without her. But looking back, I very much doubt it.
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Three Cups of Tea
Appendix 2

The Art of Building Relationships in Asia



We are all impacted by the rise of China, a poor country until only thirty years ago, but is now the 
second largest economy in the world and, growing at over 6% per annum, will soon overtake the 
USA as the largest economy with a population over 1.3 billion and a rapidly growing number of 
cashed up middle class consumers (currently 300 million and expected to at least double in size by 
the end of the next decade).

Despite some of China’s significant economic advances in recent times, their approach to doing 
business remains refreshingly similar to the way they’ve done business over the past one thousand 
years i.e they only do business with people they know, like and trust. There are no shortcuts. If you 
want to do business in or with the Chinese, it needs to be more than just a transaction. But how 
exactly do you do that?

From my experience, to build long term sustainable relationships in China from which business can 
get done, you have to follow a process which I often refer to as taking ‘Three Cups of Tea’. Here’s 
how it works...

As a foreigner doing business with Chinese people you are a ‘stranger’, no matter how much they 
appear to like you, trust you and respect you. The Chinese are gracious, generous and flattering 
hosts and often give the appearance of welcoming you as friends and business partners but you 
will never gain their real trust until you have invested deeply in the relationship. This requires some

1st CUP: You’re a STRANGER
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Focus at all times on the relationship, not the transaction. To give you an example, I recently had 
dinner with potential clients in Guangzhou to discuss another deal we’re working on. All of the 
time over dinner was spent talking about food, kids, golf, wine and the weather. It was only as we 
walked into the lift on the way out that there was any discussion about the deal, and most of this 
took place as our potential investors were waiting for their car to arrive outside the restaurant. It can 
be infuriating for western business people to sit through an entire business dinner without talking 
business, but that’s often what it takes while your counterparts work out whether they like and trust 
you enough to move forward.

old fashioned relationship-building skills and etiquette which we seem to have lost, forgotten or 
ignored in recent times. Part of this skill requires you to show some kind of appreciation, curiosity, 
passion and/or interest in Asian culture to earn the right to do business. This is definitely easier said 
than done, especially when you want to talk about a deal, or get to the money, quickly.

FOCUS ON THE RELATIONSHIP, NOT THE TRANSACTION



WeChat has transformed the traditional sales and 
marketing landscape by combining instantaneous 
communication, knowledge sharing and transactions 
into a single integrated platform. And the 200 million 
plus overseas Chinese are also now totally connected 
to over 750 million mainlanders, all in the palms of 
their hands. Use WeChat to communicate, not email. 
From my experience, the Chinese don’t read their 
emails, particularly if written in English. Become 
familiar with how WeChat works, connect with 
your Chinese counterparts on the WeChat platform 
and you’ll be able to reach them 24/7! Once you use 
WeChat, you’ll never use anything else!

CONNECT ON WECHAT

Mix with the locals. Don’t get side-tracked by the local expatriate scene which is fun, exciting, 
alluring and certainly feels more familiar and comfortable to you. Business in China is driven by the 
locals and foreigners are tolerated if you have something that they need or want. Don’t ever forget 
this! It’s all about what they need, rather than what you need! 

Finally, one last point. Having built up a strong network of clients, friends and connections in China 
over a long period of time, I often get asked to introduce Chinese connections to local friends who 
are traveling to China for the first time and looking for people to meet. I’ve found over the years that 
doing this is a big mistake unless I can be there in person to make the introductions and manage the 
communications. My friends in China treat any friend of mine as an honored and trusted guest and 
do everything they can to impress them, including providing lavish hospitality and assuming that 
they are “China Ready”. This isn’t always appropriate for someone who is at the start of their China 
journey, or who doesn’t appreciate or fully understand the generosity and depth of the relationship 
they have been offered and, from my experience, it can lead to disappointment on all sides. They 
may expect something from you in return for looking after your friend, or at the very least, your 
standing in their eyes may be diminished if they have high expectations which can’t be met. I’ve 
learnt that it’s best not to make casual referrals or introductions and better to do things properly. 
Unfortunately, it means my friends end up disappointed when I have to ask them to start their own 
journey as ‘strangers’!
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Despite gaining the friendship of your Chinese counterparts, you still need to nurture that 
relationship. And I’m sure you’re already asking yourself how much more time you need to 
invest in the relationship before you can consummate the deal, get paid and move on to the 
next one!

Whilst you shouldn’t be expected to invest more than a century or two to realise your business 
ambitions in China, you should certainly expect for it to take more than a year, during which you 
should expect to make many trips to China to meet with your Chinese partners, suppliers and/or 
clients. You will realise that in making friends and moving the relationship forward you will already 
have some kind of appreciation and understanding of Chinese culture and the do’s and don’ts of 
building rapport with your Chinese counterparts.

Here are some important tips to help you keep the momentum going:

After taking the first cup of 
tea and successfully moving 
forward with your Chinese 
counterparts, you now earn the 
opportunity to take the second 
cup and become their ‘friend’. 
However, tempting as it is to 
start talking about finishing the 
deal and signing the contract, 
I’m sorry to inform you that the 
relationship building phase still 
continues!

2nd CUP: You Become a FRIEND

The greatest communication challenge is not usually caused by language differences. Whilst of 
course you are always going to have a big advantage if you speak the local language, the biggest 
challenges and problems usually arise from the fact that westerners can generally be described as 
having a “direct” communication style, whilst Asians are more “indirect”. So, when doing business 
in Asia, I usually recommend to our clients that they develop skills in asking “Open Questions”. 

COMMUNICATION
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These are usually 
questions that start 
with “Why?”, “How?”, 
“When?”, “What?”, or 
“Where?” which can’t 
easily be answered 
with a simple “Yes” (or 
“No”).

Open Questions have the following characteristics:

For example:

This might be a good time to re-learn the lost art of answering Open Questions if you regularly 
communicate with Asian clients, clients, suppliers or even friends.

From my experience, language is often the least of our problems when dealing between cultures 
as we find ourselves grappling to understand how the timing, wording or emphasis of a particular 
message can make a huge difference between either delighting, disappointing or even offending 
the recipient, or anything in between. Effective communication is an art, not a science, and there’s 
no doubt that we can, and must, all get better at it if we hope to succeed and prosper in the Asian 
Century!

They require the respondent to think and reflect.
They enable you to tease out the other person’s opinions and feelings.
They hand control of the conversation to the other side and give you
a much better idea of what is likely to happen next.

How do you plan to complete that task?
When do you expect the goods to be ready?
What will you require from me to get the job done?

Consider Chinese attitudes to hierarchy. Unlike in an ‘egalitarian society’, where everyone is treated 
equally and our organisation structures are “flat”, Chinese people are totally comfortable with a 
“hierarchical culture”. Decisions are made by leaders at the top (whether Government, Business

HIERARCHY
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or Family leaders) and are then implemented by senior, middle and junior managers depending 
on their level of seniority. It’s important that you understand this and also respect and recognise 
everyone’s role in the process; particularly the juniors who often get forgotten and are rarely praised 
for their contribution to a successful outcome.

Some do’s and don’ts for foreigners trying to navigate the hierarchy in China:

Wait to be told where to sit at a meeting or banquet remembering that the most senior 
person in the room will usually be the first to sit down at the head position (which 
could be the middle of the table in a meeting, or facing the door in a private room or 
restaurant) and the first to speak when everyone else is seated.

The same with group photos. Don’t push yourself into the middle or make assumptions 
about where you should be positioned. Wait to be shown where to stand.

Organise yourselves in the same way as the Chinese ie in order of seniority, from top 
to bottom, and attempt to mirror them at all times, especially when doing business. In 
other words, your most senior person only appears when their most senior person is 
in the room. And your middle ranking people deal with their middle ranking people. If 
necessary, co-opt Board members and junior staff to give you more scope to create a 
hierarchical structure for your organisation.

At a dinner, always toast the most senior person in the room first (usually your host 
and seated at the head of the table facing the door) and then work your way around the 
table, starting with the person to the right of the host, and then the one to the left. The 
same with gift-giving. 
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Always pay attention to names, titles and positions and address people by their title and 
surname. The business card is the best clue to this so study it carefully. If in doubt, don’t 
be afraid to ask. The Chinese word for ‘boss’ is “Lao ban”, a word they all understand!

Wear the right clothes. If in doubt, dress up and wear a suit. It’s better to be over-dressed!

Don’t make the common mistake of making friends with the person in the room who 
speaks the best English (often the interpreter or junior) as this will be seen as disrespectful 
by the senior decision-makers.

Become comfortable with people communicating in a foreign language around you. Pay 
attention to body language and other communication cues which help you understand 
what’s being said. You’ll be amazed at how much you can pick up if you’re watching 
carefully.

Let the boss talk first. Don’t interrupt. Observe how others react when he speaks and 
follow their lead.

Don’t be too familiar. Address people by their surname (normally the first name on their 
business card), shake hands formally, stay at a respectful distance, avoid the temptation 
to put your arm around his shoulder or give her a kiss, certainly at the first meeting!

BE WILLING TO PUT ON A SHOW
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The Chinese are often impressed by the size of your office, the view out of your window, the 
strength of your team and your brand of car. Don’t hide your success from them (as you are likely 
to do amongst your fellow westerners) but be willing to flaunt it! The Chinese want to deal with 
successful and influential people, so be a lot more willing to play up your connections and success 
rather than be humble and modest.

Of course, you mustn’t tell lies or fake your success as this will likely backfire on you. But play to 
your strengths. The Chinese are invariably envious of your western lifestyle, your clean and safe 
environment and your friendly and open culture. Invite them to visit you at home, show them 
what your country has to offer and be generous in repaying their hospitality in your hometown. 
Organise a signing ceremony with your Chinese counterparts. Take photographs and share them on 
WeChat to give ‘face’ and you’ll be surprised at how much this contributes to a successful business 
outcome!

Develop local partnerships in China with people who already have trusted relationships and 
networks for you to tap into. Rely on them to guide and advise you and always take their advice 
(no matter how crazy it seems sometimes!). They understand the local culture and you don’t.

Reward your local partners generously for their efforts. You’re better off owning 10% of something 
that has value, rather than 100% of something that’s worth nothing! Don’t be greedy, think long 
term!

Turn up regularly, with gifts 
(red wine is good) show your 
smiling face often, be ready 
to attend lunches and dinners 
rather than meetings, and dig 
in for the long term. You’ll be 
surprised how it starts to come 
together eventually once the 
trust has been built

BUILD THE CONNECTION
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So, now the relationship has flourished to a point where you believe that there is enough trust in 
the bank to start talking business! Taking the third cup of tea means that you are now regarded as 
part of their ‘family’ and their trusted network. This is when the magic happens!

It must be remembered that, only 30 years ago, China didn’t have a legal system (the oldest 
law firm in China, King & Wood, is only 23 years old!) and I often ask my clients to imagine a 
business environment where you are unable to rely on the rule of law and the courts to resolve 
disputes between different parties. China managed for hundreds of years without a legal system 
largely because of the focus on trusted relationships and networks (often referred to in Chinese 
as “guanxi”) which allowed old friends, families, villages and extended networks to do business 
together knowing that maintaining relationships, “face” and trust was more important and 
valuable than doing a deal.

At last, you’re now part of their trusted network and a major step closer to closing that deal! 
But keep in mind, just like any other transaction, you’ll have to become familiar with the art of 
negotiating with people who will bid low and aim high, the process of setting the price at a level 
which allows you to move lower, to give face by allowing the other party to know they got a 
good deal, and to ensure that, once the deal is done, you have everything ready to complete the 
transaction before they change their mind! You may also experience the frustration of having to 
start all over again when you thought you had reached the end. There are no hard and fast rules 
to negotiating in Asia where ‘doing a good deal’ is taught from an early age and an essential skill 
in business.

3rd CUP: Become part of the FAMILY
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In late 2017 we concluded an investment deal which we had worked on for at least 12 months 
(including at least 4 visits to China to meet with the key decision-makers, usually over dinner) and 
lots of hard work behind the scenes to build trust, manage the lawyers and keep everyone focused 
on getting the deal done. And the seeds for that particular transaction were sowed at least 12 
months earlier than that, meaning that it has taken at least 2 years from start to finish, and even 
this wouldn’t have been possible without the trusted relationships developed over many years by 
our local business partners in Guangzhou.

But finally, be cautious. I’ve often found that, in dealing with wealthy Asian families, whenever 
things start going wrong it’s usually because we got to the money conversation or the deal too 
quickly and need to start again. I know this can be very frustrating but in case this happens, you 
need to go back to taking the first two cups of tea and build on that relationship even more. Don’t 
give up! There are so many examples of foreign organisations withdrawing from China at just the 
time that the outcome was within their grasp. If only they’d kept going a little longer.

If you do have to pull out or withdraw for understandable commercial reasons, try hard to preserve 
and cement your existing relationships for the longer term. You never know when you’ll need 
them again and, in any case, news spreads fast in China if you display anger, frustration or 
disappointment which will make it much harder next time around!

As Confucius said “It does not matter how slowly you go as long as you do not stop”. It can 
sometimes be hard to define the precise meaning of “stop” and “long term” in the context of your 
Chinese business dealings, but it inevitably takes longer than you might hope and there will be 
frustration, confusion and even dismay along the way.
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It’s amazing how many people tell me that they don’t like negotiating when, in practice, they do 
it all the time. They negotiate with their parents for extra pocket money or to stay out late, they 
negotiate with their boss for extra leave or a pay rise, and they negotiate with landlords over their 
rent or with buyers when selling their house. Everyone negotiates something every day and it’s no 
different when dealing with Asian investors, entrepreneurs and clients, but you may have to step 
it up a notch.

You only have to visit a wet market in Shanghai, a silk market in Old Delhi or the property market 
in Sydney to realise that, whether they paid over or under the odds, negotiating a great outcome is 
a popular pastime. And everyone loves a bargain.

Sit around a table at any Chinese family dinner or gathering and you’ll find that the conversation 
will quickly move on to what things cost, why you should negotiate a better deal and, most importantly, 
how someone managed to secure an amazing bargain! You can see the pleasure that comes from 
stories of negotiating amazing deals from hapless vendors. And the determination by others to 
trump them with an even more outrageous story of daylight robbery! As I once discovered on a 
trip to the south island in New Zealand, western people do the same with stories about catching 
fish!

THE ART OF NEGOTIATION - PRICE v VALUE
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As a result, its a common perception that when setting a price for a Chinese buyer, it’s prudent 
to start high to give yourself room to move lower so as to allow the inevitable negotiation to take 
place. In any transaction there needs to be a win-win, so allowing the Chinese buyer to negotiate 
a lower price gives them “face” and allows them to believe that they got a good deal themselves, 
whilst the vendor walks away with a fair price. Everyone feels good!

In my view, this is all highly simplistic and, to some extent, trivialises a highly specialised area of 
cross-cultural complexity - the art of negotiation

Quite apart from setting the price high to allow room for negotiation, there is a tendency for western 
vendors to overvalue their assets, particularly when the potential buyer or investor has an Asian face 
or name! We come across this all the time. It’s ironic that, even though its a common perception that 
wealthy Asian buyers will always look for a bargain, the reality is that vendors often think they’re 
stupid and will pay over the odds. Of course, there are many examples of Chinese investors paying 
far too much to secure ‘trophy assets’ (eg vineyards, boats, private jets) and alluring land or real 
estate deals, where the buyer appears to have allowed his or her emotions to take over, or paid too 
much attention to the sweet talk or commission-driven motives of agents or advisers. But, from 
my experience, in the majority of cases, Chinese investors are quite savvy when it comes to valuing 
assets and, whatever their motivations, are likely to do their due diligence and negotiate hard.

As a result, the setting of the initial price is more critical to the outcome than is generally thought. 
It’s important to consider:

(a) your absolute bottom line i.e. the price below which you would be willing to walk away 
and refuse any further negotiations. From my experience, this number is often too flexible based 
on what happens during the negotiating process. We had one client who dropped the price by 
$10 million every week if they didn’t hear back from the interested investor!

(b) the price you hope to achieve i.e. a fair price based on reasonable parameters which can be 
supported by an independent professional valuation (in the case of a piece of land or a building) 
or a reasonable (eg 4x) multiple of earnings (in the case of a business) and can be supported by 
examples of similar transactions in the same location, industry or sector. From my experience, 
expectations around this price are often too high (in some cases, far too high!) and vendors would 

SETTING THE PRICE
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be better to put themselves in the shoes of the buyer rather than thinking only about what they 
hope to achieve from the sale.

(c) the price you go to market with i.e. a price which may be a bit higher (eg 10% higher) 
than the one in (b) above to allow some room for manoeuvre and to give you the best chance of 
achieving a win-win for both sides. From my experience, if you start with an absurdly high price, 
the potential investors may simply walk away and think you’re treating them like idiots or you’re 
not serious about selling. If this happens, it will be very hard to get them interested again even if 
you drop the price to a more sensible level, because the damage has already been done.

At the end of the day, all things being equal, an asset is only worth the amount that someone will 
pay for it (ie the price). The negotiation is just the fun part while everyone plays the game and 
sees what they can get away with. In a hot market, this usually works in favour of the vendor. 
When the market is slow, then the buyer holds all the cards. A deal gets done when both sides 
feel they have won. That’s how a market works. It simply matches buyers with sellers. The rest is 
just a negotiation about the price.

In my view, if you do things properly, it can be completely different when you’re working with the 
Chinese and negotiate on the value, rather than just the price. As I’ve said many times before 
your success will come from focusing on the relationship rather than the transaction.

When you develop, build and nurture 
strong and lasting relationships with friends 
and business partners, normal commercial 
considerations go out of the window. A 
business relationship becomes a personal 
relationship, families get involved, children 
and loved ones come into the equation and 
the trust is unbreakable. 

Imagine selling a car you own to one of 
your children? Would you focus on the 
price, and push it as high as you can, or 
would you want to make sure that they got 
maximum value for whatever you asked 
them to pay?
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This is how the Chinese do business and buy and sell from each other, as if they’re all in the same 
family, the same circle of trust and a place where nobody can escape from doing the wrong thing. 
Business has been done this way for centuries and, despite China’s modernisation, it’s basically 
done the same way today.

So, next time you think about selling an asset to a chinese buyer or investor, give some thought to 
how you can build a long lasting and sustainable relationship which will go far beyond this one 
particular transaction? Rather than focusing on the price, think about how you can create more 
value on both sides? What else can be brought into the deal to make it bigger and better? How 
would you approach this deal if you were negotiating with a close family member? How can this 
transaction be the start of a beautiful long term relationship?

From my experience, the best deals are done by those who focus on the value for both sides, and 
the mutual benefits, rather than just the price. But it requires a different way of thinking about 
what you are selling and why. You may have to postpone that round the world cruise or flashy car 
for a few more years, but you’ll be better off in the long term if you cultivate a strong friendship 
with a wealthy Chinese entrepreneur and his/her inner circle who can help you build a successful 
global business and a life of abundance.

So, next time you get presented with an 
opportunity to do business with a Chinese 
company, investor or entrepreneur, think of 
it as an opportunity to build a relationship 
not a transaction. Ask open questions, listen 
carefully to the answers and think about how 
you can progress the relationship to another 
level (the second cup of tea). Leave the quote, 
proposal or contract in the drawer, take your 
Chinese guests out for lunch, exchange gifts, 
tell stories and laugh a lot. You’ll be surprised 
how old fashioned relationship-building can 
lead to real business opportunities. But only 
if you’re willing to take the three cups of tea!

RELATIONSHIPS FIRST
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This year I have been in Guangzhou, China the entire time. Before COVID19, and during the peak, 
and even now, I am still in Guangzhou. China has been, for all practical purposes, COVID19 free 
for 7-8 months. Business has been back in full swing as far back as April and May. Restaurants have 
been busy, supermarkets busy, never out of stock, and never witness to panic buying.

The lockdowns in Guangzhou were intense but necessary for local communities to stop 
COVID19 in its tracks. At its height, my apartment complex was barricaded with makeshift 
fencing and ID and Temperature checks required for all people entering the apartment complex. 
To this day, temperature checks and face masks are still mandatory in public spaces such as the 
subway system and commercial buildings and events.

Business has been good this year. My business specialising in Australian beef has grown. I opened 
my own mini-warehouse in January and traded from there during COVID19. In the last 2 months, 
I have secured a commercial office and showroom lease, in part due to the landlord offering a great 
deal to entice business owners back. My commercial neighbor from Georgia has a 25 nations project 
underway with 19 places filled, with my business as the Australian representative. The Guangzhou 
city government has thrown their support behind it. Business is flourishing and opportunities 
abound.

Business is good. China has emerged from the COVID19 challenges, united and pragmatic in 
getting on with the task of rebuilding.

Business back in full swing – Michael Harding

David Thomas and Michael Harding in conversation with ACSME members - September 2020
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As promised and planned, China announced last week that it has brought its last 70 million people 
out of absolute poverty, an amazing achievement in 2020.

A client of mine accompanied President Xi on a visit to the poorest woman in her 80s in his 
neighbourhood. The only modern device in her house was an electric lamp. No radio or television. 
She did not recognize Xi. She broke down into tears when she was told this man was the 
“Chairman Mao of today.” Mao was remembered as a saviour of the disadvantaged. 

It was in that village that Xi decided to start a five-year campaign against poverty. The goal was to 
secure the basic needs in food, clothing, housing, education and medical care for the absolute poor.  

China had rural support programs. Counties vied to be branded as poverty-stricken so as to be 
eligible for Government relief. It was reported that people swarmed into the streets to celebrate with 
fire-crackers when their county was identified as such.  

This time it’s different. Local Governments have recorded each and every poor household with 
detailed information re. income, cause and the support required, and took specific action to
address it.  Childless seniors or those unable to work for physical reasons are provided for by 
the Government.  Training programs are offered to those who lack working skills. Those living in 
uninhabitable regions are moved to newly-built residences and given jobs or land.  

Mission Impossible – Dr Xisu Wang

David Thomas and Dr Xisu Wang at the Great Wall in Jinshanling - March 2006
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Every village has been linked to electricity, communication and educational networks. State-owned 
conglomerates and Government agencies have created new businesses and job opportunities in 
assigned areas.

A seemingly impossible mission has been completed! It is seen both as a landmark and a fresh start 
for the next stage of development. However, there are still 600 million people who live on less than 
RMB1,000 per month. China will continue its effort to narrow income disparities, which is believed 
to be a major cause of social unrest and disharmony. 

2020 is likely to be remembered in the annals of Australian history as the year of the great 
COVID-19 Pandemic and the year in which Australians, not helped by the rhetoric of their national 
Government, and after decades of relationship building, took a great leap away from the People’s 
Republic of China, by far Australia’s largest trading partner, and one which had delivered decades 
of prosperity to millions of Australians.

In 10 years’ time, future historians will find it hard to understand why such an inconceivable act 
of self-sabotage could have even been entertained, let alone allowed to happen. No doubt they 
will point to the Australian Government’s call for an international inquiry into the alleged Wuhan 
pandemic outbreak, and wonder whether or not the banning of Huawei’s 5G communications 
equipment was the trigger, culminating eventually in China deciding to diversify iron ore imports 
away from Australia to substantially include alternative suppliers in South America and Africa.

A study of the media reports and commentaries in 2020 will surprise these historians, seeing so 
much anti-China rhetoric from the nation’s politicians, citing disagreement with China’s human 
rights record and expressing outrage about the provocative propaganda actions of Chinese 
diplomats in highlighting Australia’s military record in Afghanistan. They soon discovered that 
this level of rhetoric was leading many Australians to call for a return to Australian-made goods, 
a proposition that ignored the fact that competitively priced, Chinese imports of domestic and 
industrial consumables and components completely dominated the Australian marketplace.

“It’s going to hurt us. But it’s also going to hurt the Chinese people because they’re going to 
miss out on our products” said one of the Government politicians at the time, the vast majority 
of whom (including the then Prime Minister) had never even visited China. Failing to realise that

Waiting for Godot - Angus Robinson



As an Executive Search Consultant who has worked with Clients in Hong Kong, China and across 
South East Asia for many years, I have seen significant changes in the demand for expatriate staff, 
and 2020 has been no exception. From an Australian perspective, the effective ban on international 
travel has had the obvious impact on the mobility and demand for executives (only so much executive 
selection can be done via Zoom, Webex or Go-to-Meeting) hence a number of potential appointments 
have been put on hold, and I suspect will not be there once the organisations reassess their ongoing 
requirements. However these changes are only part of the story.

It is important to recognise that the traditional demand for expatriate expertise across China and 
SouthEast Asia is rapidly disappearing, and this was well in train before the Covid Virus arrived

operating in global commodity markets is highly competitive, it was soon obvious that Australia 
was not the only supplier of produce to the world in sectors where Australia had built substantive 
market penetration, built on the back of establishing ‘people to people’ relationships and 
confidence as a reliable supplier. Where Australia pulled back, it slowly sunk, with other eager 
global suppliers, including the USA, gladly stepping in to fill the gap.

Yet, the historians will note that the Australian Trade Minister remained ever optimistic that Chinese 
leaders would come to their senses in the face of Australian resoluteness. He waited, and waited, 
for a telephone call that never came ...

End of the Expat? - David Parker of Geddes Parker & Partners

Angus M Robinson with City of Guiyang officials, Guizhou Province, September 2017
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on the scene. In China in particular, the change has been quite significant, influenced strongly 
by the return to China of overseas trained talent with the advantage of both language and in 
most cases, nationality. At the same time, there has been a recognition of the quality and work 
ethic of home-grown talent, a recognition strongly encouraged by the Chinese Government. It 
is interesting to note that recent studies have found that it is increasingly the multi-national 
companies operating in China who are still inclined to give preference to overseas trained 
candidates, not so for Chinese corporations. At the same time, this trend has been accelerated 
by the increasing Government pressure to “localise “ workforces at all levels of the organisations, 
be they local or multi-national in origin.

Whereas Chinese language skills were not a major consideration in overseas recruitment in 
past years, that is no longer the situation, with Mandarin competence being increasingly a 
“must have”. Add to this the trend for executive roles to be based in regional cities, outside 
the traditional expatriate enclaves of Beijing and Shanghai, which presents other challenges for 
expatriate job seekers.

Not unlike the Australian situation, the process of obtaining a Chinese work permit is becoming 
more restricted each year, and recent changes due to Covid have been introduced by the Chinese 
Ministry of Foreign Affairs. It will be interesting to see what regulations remain in place once the 
world returns to the new post Covid “normal”, both for foreign nationals and, more particularly 
from an Australian perspective, for second generation Chinese born outside of China who are 
seeking to relocate to work in China and gain first-hand experience and familiarity with their family 
heritage.

2020 has been a very strange year.  For the first couple of months, our clients in Australia, Europe, 
North America and North-East Asia were engaging us to do work in China, but it was extremely 

As we move into 2021 and beyond, we can expect to 
see the Central Government increasing the restrictions 
on entry for work purposes of the traditional expatriate 
executives as pressure continues across China to provide 
employment for the rapidly growing pool of well-educated 
Chinese nationals.

A Very Strange Year - Bruce McLaughlin of Sinogie Consulting
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hard for us to work during China’s severe Covid-19 lockdown, with almost everyone at home, and 
very few of the government officials, corporate leaders and other people we work with doing any of 
their normal work.  We still delivered for our clients, but it was difficult.  March was OK, as things 
got back to normal in China and our clients elsewhere continued work as normal.  Then in April, 
Covid-19 hit our clients in Europe and North America, and their operations fell into chaos.  They 
didn’t really get back into any sort of strategic planning mode until June.

But the last six months has probably been our busiest period ever.  China is the only major 
economy that will show GDP growth this year, and it’s the only really big economy that is 
already well into recovery from the Covid-19 crisis. Our clients recognise this, and realise that, 
with health, economic and social crises set to continue for some time in other major markets, 
China is where their opportunities lie. It’s still a growth market, when most of the rest of the 
world isn’t. Because of that, we’ve been working on acquisitions, investments, joint ventures, 
distribution deals and other issues for clients who are keener than ever to sell into China and 
to do business with Chinese companies. Just last week, we’ve been working on projects in the 
gas, healthcare and real-estate sectors in China for global clients: all are looking to grow their 
businesses in China.

It’s unfortunate that the Australian government has decided that Australian companies shouldn’t be 
able to take advantage of this recovery, but it is great for our international clients. As well as planning 
for continued overall growth in the Chinese market, clients including American agribusinesses, 
European dairies, European and Kiwi wineries, British universities and Middle-Eastern and American 
energy companies are rushing to fill the gap in the market that is being created as their Australian 
competitors are forced to pull out of China. This is a huge opportunity for them. Assuming that 
Australia continues on its current path, I expect this trend to continue in 2021.
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