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Fastmoving situation
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% Chineseculture changes sl owl ye
= € b ulifestyle andthe economy change almost daily.

z U.S. media provide anincomplete and misleading picture
of what is happening on the ground.

% So, we need an update é




Outline

= The new urban China
= Economic superpower
= How we got here | San
= Wealth, consumerism, and the economic system
= Infrastructure and renewables

= Alr quality and population trends

=z The online world and protecting children
= Government, surveillance, and Covid

= The real estate bubble

. Oppression of Uighurs

= Chinese language(s)




The New Urban China

Shanghai World _
Financial Center Shanghai Tower
3 tallest in world

It began here.

Shanghai,
Pudong district




The New Urban China

Shanghai World _
Financial Center Shanghai Tower

dos 3 3 tallest in world

Of t he I

93 tallest buildings:

wWor

43 are in China

13 are in the U.S.

It began here.

Shanghai,
Pudong district



The New Urban China
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The New Urban China
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The New Urban China

Wuhan
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The New Urban China
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The New Urban China

Chengdu, toda
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Economic Superpower

% Population 1.42 billion (est.)
= As of August 2023

= Just overtaken by
India (1.43 billion)
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Economic Superpower

“*Worl dos | ar gesnte2@l6 onomy

= In GDP measured by purchasing power
AWor |l dés | ar g &sftthe last 10 cemtarigs i .n

= 2nd largest in nominal GDP (US$).

A Chinese currency (yuan or RMB = rénminbi) is undervalued
relative to US$.

A Chinese GDP represents
mostly production
as opposed to finance/
insurance/rent seeking.
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Economic Superpower

Estimated GDP in PPP by Country, 2023

mt&Tn  China L5 India  Japan Gemnany Russia Indonesia Bazil France LIk

Source: IMF
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Economic Superpower

Real & projected GDP growth rate (%), 1980 -2025
20 20

China
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World
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® world @ China, People's Republicof @ United States

Source: IMF
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Economic Superpower

2023 GDPgrowth rates

Country Quarter-on-Quarter Year-on-Year
Qtrl Qtr 2 Qtrl Qtr 2

Too soon to conclude Chinese economy is tanking!
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Economic Superpower

Projected per capita GDP in PPP by country, 2023

>$60,000
$50,000-$60,000
$40,000-$50,000
$30,000-$40,000
$20,000-$30,000
$10,000-$20,000 : ;
$5,000-$10,000 -
$2,500-$5,000

$1,000-$2,500

<$1,000

No data

Source: IMF
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Economic Superpower

“ Wor | do s soVveeigmweath fund , by far

2 Foreign exchange reserves $3.38 trillion (June 2023)
A 2nd Jargest: Japan , $1.25 trillion
A 13" largest: U.S., $0.24 trillion

. U.S. debt holdings: $859 billion in Treasuries (Jan 2023)
A 12% of U.S. government debt
A This is not a security risk to U.S.

AChi na deed $omdartd
dollars, due to its trade surplus A
with U.S. ($383 billion in 2022). | e .S
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How We Got Here

% China is returning to prosperity of Song Dynasty
A After recovering from 2+ centuries of decline  : Qing Dynasty,
European colonialism, SineJapanese Wars, Maoist disasters
A While U.S. growth slows , inequality grows during neoliberal period

Deng Xiaoping (1904-97) Hu Jintao (1942-) Xi Jinping (1953-)
Architect of the modern Oversaw rapid growth, Fights corruption, emphasizes
Chinese economy, 197897 effective governance, 2002-12 nationalism, 2013-
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King Tut

/salah
Socrates

Jesus

Augustine of Hippo

Magna Carta

Marco Polo

European
colonization begins
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Assyrian Empire
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Persian Empire

Roman Empire
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Renaissance

1500

Shang dynasty (first historical)

1000 [
T Spring & Autumn period
500 bee | < Confucius (Axial Age)
|| Warring States period
lce [ Qin dynasty (1% emperor) Silk road opens
Iflan dynasty (civil service) Paper, rudder invented
L] < y Y Compass invented
500
] < Paper money
Tang dynasty (cultural flourishing)
| Gunpowder, printing press
1000
Song dynasty (economic & technological
zenith, international trade over sea and land)
Yuan dynasty (Kublai Khan & Mongol rule)
1500 Ming dynasty (Han rule restored)
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Renaissance

Jamestown settlement (1607) —
Colonization of the Americas

Enlightenment

French Revolution (178%99) —»

British imperial century

World War | (1914-18) —
Great Depression (1929 39)

World War Il (1939 -45) —

U.S. postwar prosperity (1950-74)
Nixon visits China (1972) —>

Neoliberalism and Washington
Consensus (198062008)

Financial crisis (2008-09) —

AZombi ed neol )

9

1500

1600

1700

1800

1900

2000

er al

Ming dynasty (Han rule restored)

Qing dynasty (Manchu rule, decline)

<« 15 Opium War (1840-42)

<«—— Taiping Rebellion, Hong Xiuquan (1851-64)
«— 29 Opjum War (1856-60)

+— 15 Sino-Japanese War (1894 95)

Republic of China (1912-1949)
«——2nd Sino-Japanese War (193745)

Peopl ebs Republ-y c of Chi
<«———Great Leap Forward, Cultural Rev. (195866)
<«—— Deng Xiaoping takes power, opens economy (1978)

<«—— Restructuring of economy  (1980-90s)
<«—— Hu Jintao oversees rapid growth (2003-13)

+— X/ Jinping takes power (2013
m (20 0,09 g 1Y (- )

na
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Wealth and Consumerism

“*Two contrasting VvViewse

AThe superior man seeks ifo get rich is gloriou
what is right; the inferior one,
what i s prof i t-astibéeddo Deng Xiaoping

- Confucius, Analects4:11
23



Wealth and Consumerism

“*Two contrasting VvViewse

Dominant view
today!

AThe superior man seeks ifo get rich is gloriou
what is right; the inferior one,
what i s prof i t-astibéeddo Deng Xiaoping

- Confucius, Analects4:11
24



Wealth and Consumerism

¢ Singles day (Nov 11)

= Similar to Cyber Monday, but much bigger!
A Started in 1990s by single 20-somethings
ANov 11 (11/11) chosen due to many 16

= On Nov 11, 2021: $140 billion online  sales

A More than total U.S. retail sales on Black Friday + Thanksgiving +
Cyber Monday

A U.S.online sales: Black Friday$9 billion , Cyber Monday $11 billion

SIS S =

Alibaba.com ~ JD.COM
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Wealth and Consumerism

% Advanced pay-by-phone technology

26



Wealth and Consumerism

% Demand for luxury goods e
= Even by those who ’

THE CULT OF THE

l‘ 4
Luxury s

Brand ’\ ‘

Prada Galleria handbag
$2,851

Rolex President 36mm, gold
$69,995
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Economic System

Does not fit into Western categories
== Not socialist, not capitalist, not Communist

Centralized incentives

22 Beljing rewards local officials who follow its policies.
A Increase local GDP, build infrastructure, reduce poverty

I
wr

I
wr

I
wr

= Local officials encourage desirable enterprises
A Technically, government owns all land
A Local governments lease land, mainly to private firms (80% of work force)
A Lease income replaces taxes (which go to Beijing)
A Intense competition within each industry

Central control of key assets
2 Big banks, natural resources

‘l
wr
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Economic System

> Belt and Road Initiative (adopted by Xi Jlnplng 2013)
: One Belt One Road

( yAdai y Ai)
A 154 countries e
A Belt = Silk Road o
Economic Belt .
A Road = 21st Century ‘
Maritime Silk Road Members of Belt and Road Initiative

=z Aim: promote world

trade with China

Aéand i mprove
global trade-related

infrastructure _ ?

A No clear evidence
(yet) of ndebt

A A complicated story. Members of Asian Infrastructure Investment Bgnk




Infrastructure

*Wor | dos | -apeaeas dystemi g h
26,000 miles as of late 2022.

B, oy S B
High-speed line, Beijing to Shanghai Maglev train in Qingdao
217 mph 370mphiwor | dos f ast
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Infrastructure

% New airports everywhere
= 29 new passenger airports, 6 freight terminals completed in 2022.

H //////// 4

Beijing Daxmg Airport Chengdu Tianfu Airport, 210 gates
Wo r | latges single-building terminal 31



Infrastructure

*Worl|l dos | argest expressway

110,000 miles
A U.S. Interstate Highway system: 46,876 miles

Anshun-Ziyun highway Traffic at toll station outside Beijing
32



Renewables

“Wor !l doé
“Wor !l doé

| argest solar <capac

S
s |l argest wind capaci

|

Lo b

Golmud Solar Park Gansu Wind Farm
2.8 GW, worldés | argeg® GW worl doés | ar
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Renewables

*Worl|l dos | argest EV fleet (5
z 24% of auto sales in China
= 1.8 million public charging stations
= U.S.: 1.7 million, 7% of auto sales, 0.13 million charging stations

Hongguang Mini EV BYD Han EV

Top selling EV in China Popular mid-size in China
Approx $5000 Approx $33,000
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Air Quality

% China air quality is bad but improving
= 25" worst in the world
AAfter Chad, | ragq, "Paké,s trrna K§rgystadl(24') i a

= But people no longer hock & spit
A Skies once always yellow, now sometimes blue

Ti bnbrGm®&m gc ‘J i 'JA 5
Beijing §

35



Population Trends

% Aging and declining population
@ Population has almost peaked, will decline rest of the century
2 One-child policy had relatively little effect

= Main causes are economic
A Expense of raising children in an urban environment.
A Women entering the workforce.
A High cost of cram schools.

= Gender gap continues to increase
A 104.7 males to 100 females (2022)
A 1995 law forbids use of ultrasound to identify gender
A Men must generally own property and a car before finding a wife.

36



Total population (millions)

} .

| e

A

[ S

0 I ” | : I 2 |
1950 1970 1990 2010 2030 2050 2070 2090

m

Source: U.N. 37



Population Trends

Age (5-years groups)

= Male

M Female 1950 2015 2050
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Population Trends

China's Declining Fertility Rate

Births per woman

8

2-child policy adopted
Legal marriage age raised _ _
to 23/25 (women /men) 3-child policy adopted

2-child policy adopted

1-child policy adopted Only children

permitted 219 child

A\ 4

w—\"

1980 1965 1970 1875 1980 1985 1990 1995 2000 2005 2010 2015 2020

Source: World Bank 39



Top Online Sites /fwf

...
Bai @'ﬁE Similar to Twitter

S -
Chinads Googl e500m|II|onusers

650 million users

WeChat™i=

Something like Facebook & ;EI_ -_hé-“ % 'llﬂi

Kuaishou

Douyin -- we know it Similar to TikTok
as TikTok 350 million users

1.7 billion users

00
-

= - t
AT e | )\

QQ is similar to WeChat T -
encent Video .

500 million users - . Little Red Book

120 million paid .
: Something like Instagram

subscribers .

200 million users

40

1 billion users




Protecting Children

& Restrictions on online video
games (since 2021)

. Play only on Fridays and
weekends

= Max 1 hour/day.

¥ Proposed restrictions on
screen time

40 min/day smart phone time
for kids under 8

= 1 hour/day for kids 8 -15
2 hours/day for teens 16-17
. Strict content rules for kids

41



Protecting Children

¥ July 2021: Cram schools and homework restricted

A Regulations somewhat vague but seen as severely curtailing the
highly profitable cram school industry.

= Why do it?
A Expense of cram schools

exacerbates inequality
and discourages fertility.

A They encourage rote "
memorization for g 6 0 k £ 2 il
(college entrance exam). :

A They represent an evil
of unbridled market
forces.

42



Government

% Chinese take a practical view of government
= They are not ideological (outside of Hong Kong & Beijing).
. They just want results

i

Great Hall of the People, Beijing 43



Government

¥ Mandate of Heaven

= The purpose of government is
to keep people prosperous b -
and happy . i

A If government succeeds ,
people see no need for civic
involvement. The government e
is doing its job. B RSN

A If government fails , it loses
Mandate of Heaven (legitimacy)
and can be overturned

A Government officials are
perpetually nervous and crack

down on what they see as i c
potential insurrection. Temple of Heaven, Beijing
Emperor prayed here annually
for good harvest, to keep Mandate of Hﬂ:lven

e T R S EE RS EERS s b T i e

o 2 v ! | ey, L2
b{—«» e BT T | il !



Government

% Residence permits (h 2k gystem)

= This I s the average personodos mai

AH¥%kTan ancient practice) is registrat:i
residence (rural or urban).

A Everyone wants to live in a
city and enjoy its prosperity.

A One can obtain government
services and a good job only
by possessing a/1 k. [ u

A This is how the government
controls migration to cities

A Otherwise, Chinese cities
would be surrounded by
massive slums as in some
other countries (e.g., Brazil,

Nigeria, Mexico). Part of a fave/a in Rio de Janelro
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Government

# Protest and rebellion

= Chinese do not hesitate to express disapproval.

A One count: about 185,000

Amass I ncidentso

in 2010.

A At least 2000 -3000 labor
strikes in a year (source:
China Labor Bulletin Hong
Kong).

A Long history of peasant
rebellions , some very
bloody (e.g., Taiping).

AThe ACommuni st
was a peasant rebellion.

(protests)

Revolutiono

Mothers who lost school children in a June 2008
earthquake protest corruption  that led to
substandard construction of school buildings

in Dujiangyan, Sichuan Province.46



