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Editorial

Shortly after the opening ceremony of the Olympic Games, | asked a Chinese
friend what he thought of the spectacle in Beijing. He replied by saying “We
Chinese are very critical of events that are organized by our government. But
watching the opening of the games, it was perfect. We were all satisfied!” And to

satisfy over a billion people, the opening ceremony was indeed spectacular!

There is a strong sense of pride in China at present. Despite the hurdles that
China faced leading up to the games — the tragic earthquake in Sichuan
province, civil unrest in Tibet, criticism over its environmental record, and
general China bashing in all forms - the city succeeded in overcoming these

challenges to host the games.

The Olympics also served to dispel many perceptions that foreigners hold of
China. For those who have not lived or frequently travelled to China over recent
years, most of our perceptions of the country are at least two decades obsolete.
The games showed China to be a modern nation and Beijing to be an urban
metropolis. Stereotypes of “red China”, military parades and a conformist

population are very dated.

It is not just an economic revolution that has taken place in China over the last
thirty years, but also social and political as well. The Olympics will not so much

change China as it will change foreign perceptions of China.

A

Dr Martyn J. Davies

Executive Director, Centre for Chinese Studies

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved. 3




The China Monitor Lhiedl CENTRE FOR
iL\, I

eslenll CHINESE STUDIES
August 2008 \jl‘

Policy Watch
China’s Rumble with Globalization:

Price controls do not insulate China from global ec onomic

problems and inflationary pressure

By Xu Sitao,

Chief Asian Economist of Société Générale
Chief Representative, China: The Economist Group;
Director of Advisory Service, China: Economist Inte lligence Unit

Conventional wisdom that a fast growing Chinese economy would be immune
from global turmoil has proven to be wrong. Like the rest of the world, China has
declared war on inflation which hurts the country’s poor. But by pursuing a
populist policy in the name of building a harmonious society, China may waste an

opportunity to end distorting policies and put its economic house on a sounder

footing.
The question remains To be sure, times are hard for some in China. Truck drivers wait in long lines,
whether China, still growing often more than a kilometer long, hoping to purchase fuel at the state-mandated
fast and flush with cash, price. Many stations demand that drivers buy additional goods, at marked-up

should follow the West in prices, to receive their diesel fuel. Meanwhile, the urban poor, confronting high

food prices, skimp on meat. The question remains whether China, still growing

fighting inflation or take care

: fast and flush with cash, should follow the West in fighting inflation or take care of
of the hard-hit poor _ _ _

the hard-hit poor. The country’s economy continues to speed ahead — with year-
on-year GDP growth of 10.6 percent in the first quarter of 2008 — but recently its
central bank has slammed the brakes in the first quarter to slow the pace of
inflation lest the country fall victim to an unhappy combination of sustained high

inflation and slower growth.

Chinese economic policymakers certainly worry about rising prices even though
the problem is partly of the government’s own making. In mid-June the
government was forced to raise the state-mandated prices of petrol and electricity
— in effect, an admission that China found it impossible to hold down domestic
energy prices when it must buy oil on the international markets at US$140 per
barrel. The move, long overdue, was not dramatic enough to match the rise of
international prices. In hindsight, officials should have raised energy prices before
the country’s headline inflation began marching along. China, nonetheless, is
better off biting the bullet now, as it is not inconceivable that oil prices could soon
reach US$150 to $200 per barrel. Further price adjustments are unlikely before

the politically invested Olympics — Beijing is unwilling to do anything

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved.
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that could dampen the mood. In fact, the Ministry of Commerce has even
launched an investigation to determine how to sustain the profitability of small-
and medium-sized enterprises most hurt by currency appreciation, a slowing
economy and tougher environmental regulations. China’s fear of economic
troubles before the Olympics may prompt a slowdown in the pace of RMB
appreciation and the reintroductions of the export rebate, which would effectively

serve as a real term depreciation of the RMB.

If China continues to distort After the Olympics, however, if China continues to distort its markets, the
its m ts post-Olympics, the international market could respond by pushing commodity and oil prices even

international market could higher. This could reveal how dedicated China is to price controls in the coming

. months, amidst the current financial challenges.
respond by pushing

commodity and oil prices

The policymakers’ chief goal is to engineer a soft landing of the economy. The
even higher decision to hike energy prices underscores Beijing’s commitment to move
towards a more sustainable growth path by liberalizing politically sensitive but
economically inefficient state price controls. China has a long way to go to
normalize the prices of fuel and other items. Thanks to its strong fiscal profile —
the budget surplus is expected to be 0.5 percent of GDP in 2008, while the
government-debt-to-GDP ratio is less than 45 percent — China can easily afford
to maintain fuel subsidies via price controls. The costs of such subsidies are

mainly borne by state-owned companies in the form of a profit squeeze.

In comparison to many other countries, for example, Vietnam and India, China
faces a less serious dilemma in reining in accelerating inflation while avoiding a
major slowdown. Unlike Vietnam which struggles with a CPI of almost 27
percent, China has not suffered from runaway inflation since 1994. This can be
largely attributed to the extreme price competition, impressive build-up of
infrastructure, vast improvement in education and rapid urbanization in China. As
a result, supply-side constraints faced by many Asian countries are alleviated.
Unlike Vietnam and India, China’s trade balance is also favorable. This has
supported continued appreciation of the renminbi against the US dollar, helping

to keep import prices down.

Meanwhile, a sharp correction of Chinese share prices — the Shanghai index has
lost more than half its value since October 2007 — and less bubbly property
markets help drain liquidity from the economy. Regarding inflation expectation,
China is fundamentally different from the other countries with rising prices but
also with worsening balance of payments and infrastructure bottlenecks. At the
same time, foreign observers underestimate China’s tolerance for inflation. For
China’s rapidly expanding middle class, the country’s CPI basket— in which food
takes up around one-third — hardly reflects everyday spending patterns. In other
words, food-price driven inflation only hurts the cities’ poorest, the20 percent
whose incomes rise slower than the CPI.

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved.
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Bringing down headline inflation rates, at any cost, does not make sense for China.
For a large developing economy with a massive labor supply and excessively high
savings rates, the key task should be to invest as efficiently as possible to create
maximum jobs. Alas, the government has made combating inflation unnecessarily
political by announcing an official but unrealistic CPI target of 4.8 percent for this
year. Determination to meet this target, Beijing has taken some inefficient,
economically unsound measures. For example, on several occasions authorities
have sold grains from national reserves to dampen food prices. Rather than
dramatic gestures, it would make more economic sense to let farmers charge more

for agricultural products and provide more subsidies for food to the urban poor.

At this point, even if policymakers theoretically have the ability to pass more
effective methods to control inflation while fostering growth, the political imperative
of keeping the population quiet has placed China in a catch-22 situation. The
government delicately balances the need to listen to investors and the need to
protect the poor. Investors would benefit from looser monetary policy and eased
control of prices because many listed companies are hurt by margin squeeze. But
looser money will exacerbate inflation and hurt China’s poorest, who lack
bargaining power. Passing an economically feasible plan that would satisfy both
parties and create conditions for the stated party goal of a harmonious society is
difficult politically. It's also difficult for the government to start an all-out war with
inflation. For example, China could relax capital controls to lower their reserves, an
economically sound move that would eventually lower inflation. However, China’s
stock market has been performing weakly, and the risk of capital outflows would

make the move extremely unpopular.

Also, given the turmoil that developing countries like Vietham and Indonesia have
experienced with capital outflows, China is perhaps too cautious when it comes to
liberalizing its capital account. Most likely, the government will continue its strategy
of distorting the market to keep inflation low. Any sudden reversal of government
sentiment towards inflation, such as relaxing price controls, would send alarming
signals to the market. In this case, policymaking is likely to remain indecisive before
the Beijing Games. The bottom line is that China’s unique economic profile allows
for remarkable policy leeway to support strong economic growth in the face of the
spread of global stagflation. However, Chinese policymakers should realize that an
economic model to sustain growth for the longer term can only be achieved by
removing severe distortions stemming from artificially low prices of land and
pollution, as well as energy. For China’s own good, artificially low inflation must

end.

This article appears courtesy of Yale Global Instit  ute

http://yaleglobal.yale.edu/display.article?id=11101
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Commentary

Olympic Dreams

By Lauren Johnston,

PhD ( Economics) Candidate at Peking University

Threaded between the headlines of Olympic athletic history, a quarter of a
century after rejoining the Olympic community in Los Angeles, a nation has re-
emerged on the international stage. China has finally had its chance to host the

coming out party of the century.

The ramifications for both the world and also for China of Beijing’s success in
hosting the 29" Olympiad will emphasise mutual expectation changes. In the
same way, just as divergent perceptions raised pre-Games tension levels, the
event itself for China was not as much a live platform for protest or partying, but
rather considered among the more significant hurdles on the road to recognition
of modern independent international legitimacy.

The event itself for China was If the 29" Olympiad was among a nation’s hurdles, arguably excessive visa and
not as much a live platform protest application diligence before the Games may be explained by China

for protest or partying, but having intended this Olympics to be exclusively their own protest. Rather than
rather considered among the allowing a mainly Western-dominated group of protestors to use the occasion to
more significant hurdles on criticise China, the stage instead seemed unapologetically reserved for a 5,000
the road to recognition of year old civilisation to open the world’s eyes to its hope for recognition as being
among today’s greatest nations.

modern independent

international legitimacy.
As the first act, the Opening Ceremony offered beauty, scale, and collective

synergy of breath-taking proportions. The sheer depth and breadth of the
performance highlighted China’s vast geographic, historic and demographic
dimensions, as well as its key contributions to the world. From the upper levels
of the Bird’s Nest | found myself spell-bound, as well as in wonder as to whether
the seductive undertones of vast future offerings were intended. What could
such offerings be? Is the world on its way back to a Tang dynasty style
exchange of knowledge and culture with the Middle Kingdom, or is something

less familiar emerging?

In the weeks thereafter, seamless technical and logistical coordination,
improving air quality, a meteorological magic wand, together with sporting
prowess combined to form China’s case to be recognised as among great
modern nations. At the time of writing, host-nation athletes had earned 46 gold

medals compared to second-placed United States’ 30, China’s greatest ever

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved.
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Whatever the extent to which
Olympic success does
confers international
greatness and with the many
struggles underlying Olympic

glory not forgotten, it is clear

that the 29" Olympiad was a

hard-earned watershed for

the People’s Republic.
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gold medal haul. The backdrop to the focus on Olympic success, apart from the
natural pride of any Olympic host nation, may be related to the correlation between
global standing and Olympic success - during the 20" century only the United

States, Britain, the Soviet Union, and Germany ever topped the gold medal tally.

In any case, despite such glittering success, a few of my Chinese friends have been
quick to point out that such Olympic success falls well short of prior records set by
the United States. One could not but get the sense that anything less than the
greatest victory in Olympic history would not suffice to indisputably carve out space

for China among the great nations of the early 21> century.

| wondered at the source of China’s need to go to such extraordinary lengths. Was
this related to a desire to re-attain an earlier sense of superiority, and a desire to
once and for all mark the end of China’s recent ‘two centuries of humiliation’? Or was
this driven by the fear that existing powers are unlikely to relinquish appropriate

space at the global table?

Whatever its source, the uncertainty among ordinary Chinese as to how to define
Olympic success beyond the medal count and what this confers in any case is a
reminder indirectly of the fact that behind the Olympic stage a majority of Chinese
are amid a rapid and often unequal transformation. While China might be finding its
place on the world stage, the stakes are potentially now higher in the struggle among

Chinese to secure a place on the rapidly expanding domestic stage.

Whatever the extent to which Olympic success does confer international greatness,
it is clear that the 29™ Olympiad was a hard-earned watershed for the People’s
Republic. While public gatherings may have been muted before and also during the
Games, one now hopes that the entire nation will be able to celebrate and reflect its
long-awaited re-emergence with more openness in the months and years after
August 2008.

Thereafter, one might also encourage and hope that China will choose to use its
Olympic dividend as a catalyst for a deeper and more trusting engagement with the
outside world. Coming back down to earth post- Olympic meanwhile, from climate
change to trade, and potentially far harder and more urgent yards of global
cooperation lie in wait for this newly crowned sporting power. Concurrent to the need
to continue to transform a nation, Beijing’s very success in hosting the Olympics may
have indeed ultimately have created more domestic hurdles than have just been
crossed. Whatever the case, how China jumps these hurdles going forward will

shape the coming century for all of us.

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved.
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With this in mind, for the now more open-eyed outside world, perhaps a wise
post-Olympics approach would be to ask of China a mirror of the assurance it has
itself has sought from the outside: an unconditional, secure and equal invitation,
in this case to not merely to the more celebratory Olympic after parties, but even

more so to a sense of inclusion in China’s re-emergence itself.

Lauren Johnston is a PhD in

Economics Candidate at Peking

University, a former Global

Leadership Fellow of the World
Economic Forum, and a former
Overseas Development Institute
Fellow attached to the Ministry
of Development of Sierra

Leone.
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Business Briefs

The Business Briefs section summarises key events r

The boom continues
exports v o

— China May Spend $58
Billion to Aid Growth

China's government is
considering spending as
5 5 much as US$ 58 billion

to stimulate the economy and may ease monetary

policy this year. Some of these measures would
include tax cuts, stabilizing capital markets and
supporting the housing market. Economic growth has
cooled for four quarters and industrial output grew last
month at the slowest pace since February 2007. The
central bank will ease monetary policy later in the year
as inflation eases and growth in China's foreign-

exchange reserves begins to slow.

China to scrap quasi tax on small business China
scrapped a 20-year-old fee levied on the self-
employed and small firms in an effort to promote new
businesses and job growth. The industry and
commerce administration fee, payable by 27 million
small traders employing 55 million people, ranges from
04 % to 1.2 % of sales. It will be abolished on
September 1 the Ministry of Finance said. The move
would reduce burdens on self-employed individuals
and private firms, aid fair competition and promote the

development of the private sector.

China Money: Policy easing may allow higher rates

@ China is loosening some areas of
¥ (£ 4E £7

mukoreHia. - slows. As China slows the appreciation

_ ‘ of the yuan and expands commercial
aslanre C
i : banks' corporate lending quotas to aid

small companies, it may gain room to bring real rates

monetary policy as economic growth

closer to positive territory.
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egarding China’s economy during the month of August

Sinopec Corp Announces 2008 Interim Results

Under PRC accounting standards for business
enterprises, the Company's operating income
increased by 30.3 % to RMB 734.783 billion in the first
half of 2008. Net profit attributable to equity
shareholders of the parent company decreased 73.4 %
year on year to RMB 9.339 billion. The Company's
turnover with other operating revenues and income
increased by 36.2 % year on year to RMB 768.185
billion in the first half of 2008. Profits attributable to
shareholders of the Company decreased 77.3 % year
on year to RMB 8.255 billion. The Board of Directors
proposed an interim dividend of RMB 0.03 per share.

Beijing Olympics become biggest broadcast event
in Olympic history

The Beijing Olympic
Games were the
biggest broadcast
event in  Olympic

history. There is an

unprecedented
amount of Olympic sports content available, with
around 5,000 hours of coverage provided for viewers
in around 200 countries and regions worldwide through
the rights holding broadcast partners. The opening
ceremony of the Beijing Olympic Games was also
hailed as a sports-related event with the highest
broadcast rating in the history of Chinese television. A
staggering 842 million people in China tuned in to

watch some coverage of the Opening Ceremony.

Steel giant unveiled in China after major merger
China has launched a steel-making project in the
Guangxi Zhuang Autonomous Region that will have an

annual production capacity of 30 million tons, with the

10
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formal establishment of the Guangxi Iron and Steel
Group. The group is a joint venture between Wuhan
Iron and Steel Group, China's fourth largest steel
maker based in Hubei Province, and the Guangxi

regional administration of state-owned assets.

China admits mismanaged funds An Official
corruption report shows 3960 million yuan was stolen
by government officials last year. China's National
Audit Office also revealed that there had been
managerial irregularities in the handling of a further 36
billion yuan of government money. Liu Jiayi, the
auditor general, said 88 people had been arrested,
prosecuted and sentenced, including 14 top officials.
The ten government agencies with the worst record
included the education and trade ministries, the
National Bureau of Statistics, the Tax Office and the
State Radio, Film and Television administration. More
than 24 billion yuan was found to have been misspent
by the ministries, and problems included false
accounting, under-reporting revenues and over-

reporting costs.

Hong Kong and

Worldbank.e

China sign
nuclear, gas
energy deals Hong

Kong and China

signed nuclear and
gas energy deals which the southern city hopes will
reduce both pollution and the need for a controversial
liquefied gas terminal. The deals aim to provide Hong
Kong with a consistent supply of both natural gas and
nuclear energy for the next two decades, as it tries to
reduce its dependency on coal-fired power. Hong
Kong will also benefit from improved air quality by
increasing the use of clean energy and reducing the
emissions of power plants. It would sign a 20-year

natural gas supply agreement with China's third largest

Leliieel  CENTRE FOR
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oil company, CNOOC Group, and a 20-year nuclear
power deal with neighbouring Guangdong province.

Asia Seen Digging into Middle East The Asian
energy invasion of the
Middle East looked set to
deepen, with  China's
state-owned oil company
reportedly close to an oil-
service deal in Irag. China in particular has proven
particularly eager to strike deals in the Middle East, at
a time when it is looking to feed its booming domestic
appetite for energy. Iraq could be its next destination,
according to published reports, which quote Oil
Minister Hussain al-Shahristani as saying that he
would fly to China at the end of August to discuss a
US$ 1.2 billion oil-service deal with China National
Petroleum Co. China has spread capital far and wide
in the region: its refining company Sinopec signed a
US$ 2.0 billion agreement last year with Iran to
develop the Yadavaran oil field. Sinopec also signed a
refinery joint venture last year with Kuwait's national oll

company.

China stocks sink to fresh 19-month lows
Depressed global markets have sent China’s main
stock index down 2 % to a 19-month low, as economic
growth in China continued to slow. Economic
strategists in China speculate that increasing
economic uncertainty in the global markets is scaring
off long-term investors, while short-term investors are
reacting to the volatile economic climate by dumping
their shares.

China's Spending May Thwart Olympic Curse

Government officials in China are determined to avoid
the “"Olympic Curse". Ten of the 11 Summer Olympics
host nations analysed by Morgan Stanley saw growth
and investment slump in the year following the games.

China's leaders are planning tax cuts and a public-

11
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works spending spree to make sure their economy's

growth isn't doused along with the Olympic flame.

China to raise on-grid price of coal-fired power

plants China will raise the price of coal-fired electricity,
in a bid ease cost pressure for generators and power
shortage in certain regions. The on-grid price of coal-
fired electricity will be raised by 0.01 yuan to 0.025
yuan per kwh, the National Development and Reform
Commission said. Power prices in the northwest
Xinjiang Uygur Autonomous Region and Tibet will
remain unchanged. China, which had struggled with
electricity shortages over the last six years, increased
its power price by 4.7 % in July. This was to aid the
country's coal-fired power plants, which have suffered

wide losses due to surging coal prices.

Chinese farmers' incomes up
10% in 1st half The per capita
income of people in China's rural

areas rose 10.3 % in the first half

; _ of 2008, the greatest increase for
the six-mont perid for four years, Agriculture Minister
Sun Zhengcai said. Farmers' average net income for
the half year was 2,528 yuan following a 9.5 % annual
increase last year - the largest since 1985 - this year is
expected to break all records, thanks to a skyrocketing
producer price index, an increasingly wealthy migrant
labour class and the growth of subsidies paid to the

country's farmers.
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China enhances regulation of funds, securities

dealers China's securities watchdog requires fund
companies to make information released more
transparent and to roll out a draft regulation on
brokers. It is the latest move to boost the development
of the country's stock market. The information of stock-
oriented funds, such as their periodic results, would be
regularly publicised on the website of the China
Securities Regulatory Commission, according to a
standard format in the eXtensible Business Reporting
Language (XBRL), starting from January 1 2009.
These regulations are aimed at protecting the legal
interests of fund investors and ward off risks caused by

ill regulation of securities dealers.

U. S. firms seek green opportunities in China

China's environmental protection and renewable
energy market offers enormous opportunities for US
businesses said the US assistant commerce secretary.
He is currently leading a clean energy and
environment trade mission to China, as part of the two
governments' efforts to  strengthen  bilateral
cooperation in the field. The two nations signed a 10-
year energy and environment cooperation framework
during the fourth round of their Strategic Economic
Dialogue. As part of the agreement, they pledged to
expand cooperation over the next decade in areas

such as clean electricity production and transmission.

Sourced from: Xinhua, Camwest National Post, Nikkei, Reuters,
ovum.com, Financial Times, Xinhua, China Daily, Bloombergs,
Reuters, Wall-Street Journal, AFP, and Washington Post.
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China and Africa

The latest updates on China’s involvement on the Af

Kenya: China Strikes Wells
of Hope in Kenya China has
spent Sh 3.7 billion

aggressive search for oil in

in an

Kenya’s Eastern Province and
says initial tests show positive results. Industry experts
said Chinese optimism is not surprising: oil was
discovered at Loperot, 100 kilometres South of Lodwar
by Shell in 1992 and the Chinese are prospecting in the
same basin. The provincial administration has laid out
the red carpet for the Chinese firm, posting more than 30
Administration Police officers to guard the base camp
and field equipment around the clock.

China to help oil-rich Angola produce rice China's
ambassador to Angola Zhang Bolun told Angop his
country was looking at ways to produce rice in Angola
and guarantee their self-sufficiency in food, adding that
cooperation between the two countries was good. Angola
has taken out an estimated US$ 8-12 billion in oil-backed
loans from China to rebuild the country's infrastructure

after peace was restored in 2002.

Uganda: Chinese to Build New Presidential Office

The PRC is to donate US$ 20 Million to Uganda for the
construction of a presidential office block, set in two
towers to be built in Kampala. Each tower will have nine
floors. State minister for Works, Byabagambi told the
Ugandan parliament that the Chinese government had
offered the funds in 2006 when President Museveni had
requested an office block from visiting Chinese Premier
Wen Jiabo. Construction on the Presidential towers is set

to begin in November, and should last two years.

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved.
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rican continent.

China Vows To Build 100 Primary Schools, 13
Hospitals across Africa Chinese ambassador and the
Special Envoy on African Affairs at the Chinese Foreign
Ministry in Beijing, Mr. Liu Guijin, has announced that
African countries will benefit from the construction of a
hundred schools and at least 13 new hospitals, as part of
the evolving Chinese relationship with its African
partners. The ambassador also offered details on several
bilateral agreements and re-iterated the commitments his
country had made to African development, particularly
via the Forum on Chinese-African Co-operation

East  African

Community  (EAC)

cooperation with China to boost infrastructure

hopes  for
The
East African Community (EAC) has called on the
Chinese government to help it
Worldbank.org in improving the
dilapidated

region’s
infrastructure,
which analysts say is stalling
the region’s economic

development. The EAC eyes

cooperation with China to
boost infrastructure. Eriya Kategaya, Minister of East
African Affairs told Xinhua news in an interview that the
region, which groups Uganda, Kenya, Tanzania, Rwanda
and Burundi, is looking forward to forging closer ties with
China in the infrastructure sector. Kategaya led a team of
ministers responsible for EAC affairs and senior
government officials on a working visit to China early this
month. The visit focused on learning from the Chinese
experience in infrastructure development and lobbying
for support and partnership in developing the region’s

infrastructures.
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Official Works

Conclusion The head of the rehabilitation brigades for

Chinese Guarantees Railways
Benguela's Railway (CFB), guaranteed that the fitting of
the rail tracks from Benguela to the neighbouring
Huambo Province will be concluded next December. A
Chinese official said that the works of preparing the
platform of the railway is already concluded in the section
from Cubal District to Huambo City. He also said that
there are material conditions and human resources that
will guarantee the boost of the works in order to fulfil the
established deadlines.

CNOOC in surprise exit of Nigeria oil block China's
CNOOC Ltd has quit most of its 35 % share in the
smaller of its two Nigerian oil stakes even after the
Nigerian operator drilled two successful wells. It was not
immediately clear why CNOOC decided to relinquish its
working interest in oil mining license (OML) 141 after two
exploration wells in the shallow-water block sunk last
year struck oil. The move is a rare setback in Chinese
state firms' dash into resource-rich Africa. CNOOC,
China's No. 3 oil and gas firm, agreed earlier this month
to return its 35 % share to independent Nigerian firm
Emerald Energy Resources Ltd (EERL). Under a new
agreement, CNOOC would keep a nominal 5 % stake as
collateral for an US$ 80 million loan to the project.
CNOOC said last year it had

paid US$ 60 million to buy the

stake in OPL 229.

immediately clear

It was not
whether it
would of that

recoup any

investment.

East China port does booming trade with Africa

Longkou port in east China's Shandong Province is to
launch two extra sea liner routes to Africa in the latter
half of the year. Shandong Provincial Bureau of Port
Shipping Services said Longkou Port dispatched 41

cement and sundry goods ships to African nations in the

past seven months, with cement exports totalling
970,000 tonnes, accounting for 30 % of China's cement

export total.

China Oil Titans Said to Bid for Angola Offshore

Oilfield Three Chinese oil giants are said to bid for a 20
% stake in Angola Block 32. Sinopec Group and CNOOC
jointly launched a bid for the stake and PetroChina Group

tended the bidding alone.

US$ 562
dollars For Bui
The

has

China Approves
million
Project Chinese
government given
approval for the release of
US$ 562-million

Ghana towards the construction of the Bui Dam in the

Tempe.gov
loan to peg

Brong Ahafo Region. The Ghana government has
already paid US$ 60 million being its part of the financial
obligation towards the realisation of the project. This
came to light when a delegation from Sino-hydro
Corporation, the Chinese construction firm executing the
project, paid a courtesy call to President J.A. Kufuor in

Beijing.

Export of unbeneficiated raw chromite ore from
South Africa ‘suicidal’ The head of South Africa’s
largest ferro-chrome producer and exporter has hit out at
the lack of legislation regulating resource exports in the
ore industry. Steve Phiri, CEO of Merafe, criticized the
Department of Minerals and Energy and the National
Assembly for their slow response to increasing and
unregulated ore exports to South Africa’s main trading
partners, including China. Last year, South Africa
produced 23.4 million tons of ore, of which 70 % was
exported; 3 million tons of that going to China alone in a

six-month period.

© Centre for Chinese Studies, University of Stellenbosch; All Rights Reserved. 14



The China Monitor
August 2008

Chinese Firm to Acquire 49 % Stake in Air Tanzania

The Tanzania government is quietly holding talks with the
Chinese Development Bank with a view to selling its 49
% share in the troubled Air Tanzania Company Ltd to a
private Chinese firm. The deal will see Sonangol
International Holdings Ltd buy shares in the airline and
inject funds in order to buy brand-new aircraft. Sonangol
is also expected to fund the operations of the airline,
which is currently struggling to regain its reputation and

position in the regional and international market.

China expresses sorrow at death of Zambian
President China expressed sorrow over the death of
Levy Mwanawasa, the president
of Zambia, and said it wanted to
keep working with the African
country to promote relations
between the two nations. Foreign
ministry spokesman Qin Gang
expressed deep condolences and
deep sympathy to the country’s
people and the president’'s family. China has many
investments in the country -- mainly in mining, textile and
construction -- and enjoyed a good relationship with
Mwanawasa. China also praised Mwanawasa's role in

forging good relationships between the two countries.

China Development Bank, PTA Bank sign US$ 50
million credit agreement China Development Bank, a

development-oriented major financial institution in China,

signed an agreement with the PTA Bank on providing the
latter a US$ 50 million line of credit. The funding will go
towards supporting projects in the telecommunication,
mining, infrastructure and other key sectors of the PTA
Bank's member states.

China pumps money into
China has further

with

Zimbabwe
strengthened  its ties
Zimbabwe after Chinese mining

giant China Jiangxi Corporation for International and
Technical Cooperation (CJIC) announced plans to form a
joint venture company with the Zimbabwe Mining
Development Corporation (ZMDC) to mine chrome in
Zimbabwe.

Sasol adds fuel to SA trade with China  Petrochemicals
giant Sasol's plans to build the equivalent of two
Secunda plants in China at a cost of US$ 9.6 billion. Last
year, trade between the two countries was worth more
than US$ 14 billion, according to Zhong Jianhua, the
Chinese ambassador to South Africa. The diplomat has
described the proposed investment by Sasol, which is in
the second phase of feasibility studies, as being the

biggest foreign direct investment in China.

Sourced from: Business Times, Xinhua, All Africa, Xinhua, macquhub,
BBC, Reuters, Sinolinx, Bizchina, Xinhua, AFP, Reuters, Xinhua.,
Angop
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The China Forum - Recent Events

CCS Wesgro Doing Business with China Workshop - 14 B August
CCS and Wesgro hosted an informative workshop focusing on the practicalities
of doing businesses with China. This workshop was aimed at business people

who have an interest in the Chinese market.

Presentation during China Week, Rhodes University -19" August

Ms Hayley Herman, Research Manager at CCS, gave a presentation on the 19"
August titled ‘Confucius in Africa’ during China Week, hosted by Rhodes
University in Grahamstown, South Africa. The China Week was aimed at
increasing awareness among students of China and learning Mandarin following

the establishment of a Confucius Institute at Rhodes University.

The Myth of the Chinese Tsunami: Beijing’'s Impact o  n Africa’'s Textile
Industry — 21 ™ August

Prof lan Taylor presented a China Forum on the effects of Chinese textile imports
on the South African industry. He traced the history of South Africa’s protected
textile industry, which is not able to compete with China. He then looked at
possible outcomes of further protectionist action by not only South Africa but the

rest of the continent.

Passport to China Business Executive Course —25 - 29 August

Lectures for the first component of the executive programme Passport to China
commenced on the 25" of August. The programme is a collaboration between
The Centre for Chinese Studies and the University of Stellenbosch Business
School. The course gave a firm grounding on the political economy of China and
doing business in China. The sessions provided participants with a solid basis
from which to expand their knowledge of China. Participants were also
familiarised with the cultural and historical background of the nation, learning
about Chinese society, business etiquette and a basic introduction to the

Mandarin.

Positioning Africa in China’s commodity Super-cycle - 1% September

Mike Komarsaroff of Urandaline, who has over 30 years experience in the mining
industry, gave a presentation on fitting Africa into China’s current need for
resources. Mr Komarsaroff has worked for the China National Non-Ferrous
Metals Corporation and has consulted to a number of large banks and mining

companies interested in commodities in Africa and globally.
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