China’s One Belt One
Road — Myanmar's
opportunity?
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Policy Goals of OBOR
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Why Chinae

» China believes that it possess a comprehensive Industrial
Ecosytem that can integrate :

» Capital
» Managenment
» Labour
» Long Term Commitment
» Giving them a comprehensive competitive power



Five Routes, Six International
Economic Cooperation Corridors

» New Eurasian Land Bridge

» China-Mongolia — Russia

» China-Cenftral Asia —West Asia

» China-Indochina Pennisulag,

» China - Pakistan

» Bangladesh-China-India-Myanmar
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Importance of Yunnan to Myanmar
corridor

» Bring about economic Infegration with Greater
Mekong Sub-region , connecting South and SE
AsIO

» ASEAN Economic Community

» Market population of over 600 million

» Market value + $2.6 frillion



What is the OBOR®@

» The belt and road is an economic and industrial plan
connecting China to markets across Africa and Asiq,
opening up trade routes and investing heavily in the host
countries.

» Enabling Chinese-made products move even more
freely across Asia and, in fime, products manufactured in
China being brought into the West at a fraction of the
current cost

» China’s “One Belt, One Road” initiative — launched three
years ago — is Now gaining significant traction.

» Effectively linking trade in some 60 Asian and European
countries along a new Silk Road - is China’s most
Important strategic initiative,
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The China-backed Asian Infrastruciure
nvestment Bank and the Silk Road Fund
have around $140 billion in capital between
them to finance infrastructure across two
great arcs of Chinese trade: the land-based
“belt” to the north stretching across Central
Asia and Russia to Europe, and the maritime
“road” to the south, encompassing East
Africa, South Asia and Southeast Asia.



http://www.wsj.com/articles/china-led-infrastructure-bank-set-for-debut-1452861800

Developments to Date

» Indio-Myanmar-Thailand Trilateral Highway and the
Trans-Asian Railway are all speeding up change and
development in transport and commerce in the region

» China has signed project contracts worth US$926 billion
along the belt and road. A series of cross-border
infrastructure projects are under way — such as a new
China-Laos railway, a highway in Pakistan and a port in
Vietham — and are expected to expand quickly.
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Developments to Date

» Master plan on ASEAN Connectivity 2025,
blueprint to iImprove transport, logistics and IT

» Third blueprint for ASEAN Integration 1o assist
Cambodia, Laos, Myanmar and Vietham

» Upper Marsyangdi-A HydroPower Station in
Nepal

» Addis Ababa — Djibouti Railway — FIRST African
cross border standard gauge Rall

» Train link Yiwu — UK allowing first delivery



Developments confinued ........

» China has developed over 50 overseas economic and
trade cooperation zones along the belt and road, and
expanded its free frade zones frial from four to seven
provinces, including inland regions, which will help push
Investment projects, simplify cross-border transactions and
Improve trade liberalisation

» So far it has lent US$829 million to six projects in Pakistan,
Tajikistan, Indonesia and Bangladesh.

» China invested about US$14.8 billion in 49 countries of the
64 other countries along the Silk Road last year, or 12.6 per
cent of the country’s total outbound investment,
according to the Ministry of Commerce.

» China Railway services 14 European Cities
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Myanmar becoming a focus ...

» Seminars and forums conducted this year have
focused on Central Asia, Tqgjikistan, the strategic
development of Myanmar, new Silk Road
regional and infrastructure policies, logistics and
maritime studies

» Gas Pipeline Yunnan — Kyauk Phyu
» Myitsone Dame



Why Myanmar and the OBOR?

» China’s rebalancing has been by design but also forced as
an response to economic imperatives. As demographics
have changed, wages have risen, and with productivity
growth not keeping pace, unit labor costs have gone up.
That has forced China to start reducing its exports of
labor-intensive light manufacturing industries such as
garments, footwear, toys and furniture?. This has created
an opportunity for CMLV economies which needs to be
seized with pro-active policy measures.
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Why Myanmare

Approximately 17% of the global daily oil production is transported
via the Straits of Malacca. This delivers oil from the Middle East to the
likes of China, Japan and South Korea. Issues that are becoming
problematic with this frade route include:

* |Increasing Piracy,

« Longer steam fimes between ports,

« Port and Channel Congestion — particularly in Singapore.

Significant Oil and Gas Exploration Activity in the Bay of Bengal and
Andaman Seaq, particularly in the countries of Myanmar and India
that would address Chinese future energy security needs. The Silk
Road brings all of these markets closer



The opening of the Chonggqing rail route, the cheapest of 5 railway routes
from China to Europe, with this mode of transport being twice as fast as
shipping and is a more effective method of moving Hi Tech and Automotive
parts

New road, rail and air Infrastructure provides the central city of Kunming
better access, particularly ocean access, to the likes Myanmar, India, Europe.
It is argued that Kunming will soon replace Singapore as SE Asia transport
hub with Singapore becoming a feeder into the hub as will be China,
Myanmar, Laos and Vietham
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o Deep water port facilities and Qil/gas pipeline at Kyaukpyu in
Myanmar, connecting Yunnan Province, and has already seen the

start of shipping direct from China to Kyaukpyu via the Malacca
Straits. This has significantly reduced steam fime as they can now

bypass Singapore.
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» Increased diplomatic activity between the two countries
( the Lady visited China before the USA and Europe),

» Key negotiations to resolve the Myitsone Dam project
Issue with important infrastructure concessions being
contemplated that secure the Yunnan Province / Kyauk
Phyu transport corridor,

» China’srole as peace maker in the Northern States
regional conflict zone



» Further developments has seen the signing of the BCIM (Bangladesh
/ China / India / Myanmar) economic co-operation agreement. The
outcome of this agreement is to create a link between Kolkata -
Dhaka - Mandalay — Kunming with a focus on building a transport,
energy and telecom corridor.

» Myanmar's economy is expected to grow around the 8% mark in
the coming year. According to reports out of the ADB and others,
China will account for 40% of trade. Furthermore, in order to
facilitate and secure this trade, China has granted highly
concessionary terms to finance construction and infrastructure
projects
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CLMV economies

> All these economies have low wages and Viethnam and
Cambodia have established manufacturing bases. But as we
know, China did not become a manufacturing and exporting
juggernaut merely because it had cheap labor. There was
supporting infrastructure, an ease of sefting up and doing
business, access to credit, reliable labor etc. etc.

» That is the challenge for CLMV economies. The lower-wage
labor is there In abundance. They need to create the enabling
environment for it to flourish.



Raill as a threat to Martime frade@

» Rail carriers fravel at up to triple the speed of a vessel,
and the potential financial savings from this new
transport mix will translate into savings along the supply
chain. One need consider the amount of fime/money
tied up in L/Cs and Value of Goods whist in fransit on
lengthy Sea Voyage Journeys.

» Shippers may well respond by pushing and or
developing super ports / break bulk hubs to improve
transit times and reduce the cost per mile per shipped
container, but these concerns have been taken into the
stfrategy with key ports and canals under consideration.
All these elements will help reduce the LC exposure
period as well as improve shipping fimes.
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Improved Supply Chain Visibility

» China’s new satellite-navigation services, according to @

government policy paper on the country’s space program released
Tuesday.

» That means people from East Africa to the South Pacific will have
access to the Chinese Beidou-2 satellite network, Beijing’s answer to
the U.S. Global Positioning System, by 2018, with the satellites
providing the digital glue for the roads, railways, ports and industrial
parks China intends to build on terra firma.
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Threats to Myanmar

» Pakistan also provides a route 1o the Indian Ocean
directly from China (no fravel through a third country).
There is also a deepwater port on the coast of Pakistan
(Gwadar). Gwadar is not connected to Pakistan's power
grid, using electricity imported from Iran

» For China, CPEC offers a shorter route to the Indian
Ocean, without going through the congested and
strategically sensitive Strait of Malacca =

GWADAR PORT AERIAL VIEW
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« China must engage with ASEAN on the basis of equal level,
not in a hegemonic way. China must also provide high
guality infrastructure, refrain from harvesting short-term
gains and focus on sustainability

* existence of “thriving networks of cross-border criminals”, a
“fully operational framework on tackling cross-border crime does
not exist”

* ADB study has shown that rail is considerably cheaper than ship.
However the study does have drawbacks in that the modelling
was based Double Stack Trains and does not take account of rail
gauge issues as well as cross border bureaucracy
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Conclusion

» With the shipping and rail complementing each other as
evidenced by the fransport maps above, Myanmar still
has an important role in the One Belt One Road strategy.
If the country takes lessons learned from the Dubai
model that sees vessels diverting from the main frade
routes with large container loads that can be offloaded
onto rail. Myanmar’s locafion lends itself to carve @
niche within the China One Belt One Road roll out. What
it needs to ensure is that they have deep water ports
with large break bulk areas developed within SEZ’s to
make this niche a reality.
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ASIA PACITIC CONNEX

Based in Perth, our executive staff offer a total
combined experience of 80 years In:

-~

market trends
ogistics NGO
supply chains

business development
identifying suitable JV partners

establishing trade relations

RN NN

Community engagement

We work closely with each
client to deliver strategies
that address their unique
challenges and strengths

INn countries such as:
Australia, Azerbaijan,
China, Indonesia,
Malaysia, Myanmar, the
Philippines, Singapore
and Vietnam.



Thank you for your time today [E
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