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The power which money gives is that of brute force;

It is the power of the bludgeon and the bayonet.
(William Cobbett)

China's forex hoard is bigger than the next six-largest holdings combined
Foreign exchange reserves

china | o:
Japan | 23
U [ 0.737
Saudi Arabia [ 0.549
Russia [N 0.467
Switzerland | 0.532
Brazil [Jjjij 0.373

Korea [} 0.326

India [ 0.313

Hong Kong [ 0.305

Quartz | gz.com
Data: International Monetary Fund; World Bank; State Administration of Foreign Exchange



The Silk Route legacy

On Han dynasty surpluses

‘There is so much money that
the ropes used to string coins
together rot and break ...

the granaries in the capital
overflow and the grain goes
bad and cannot be eaten’

Sima Qian
Historian
“ 1ST CENTURY BC
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links from China to
Europe and the rest of
Asia, cementing ties
with central Asian and
Middle Eastern
neighbours en route.

China signed $5.5bn
raillway contract with
Nigeria and Zimbabwe;

Extent of Chinese
ambition
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Three Corridors
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and Economic Belt Hubs

Plot of loans along

One Belt, One Road

21st-Century Maritime

Silk Road

-eMaritime Road
Continental Extension

Silk Road Economic Belt
== Northern corridor

Central corridor

Southern corridor

-=Secondary routes

e Loans locations

@ Silk Road Economic
Belt Hub

9 1st-Century Maritime

k Road Hub
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215 century Silk Road project

AChinese commerce officials concerned about export of serious
overcapacity in the steel and manufacturing sector

Aln 2013, the Chinese President Xi endorsed the plan by

announcing nNnNew Sil k Roado prog
VISIt.
Al't | ater was formally called /O

was incorporated into the official Communist party documents
In late 2013.



AImsc vagueness and scepticism

Three main aims can be deciphered

C Economic benefits

C Bigger say in international relations. A modern-day version of the 19th
century Great Game

C Regional security

10



Economic rationale

A Construction growth is slowing ; to find other countries that
need expressways, railwaysand ports

A Help Chinese construction companies getmore contracts
overseas

A study of oversedsansof $49.4bn showthat 52 per cent of
the 67 loanavere for infrastructure projects whilgade finance
accounted for a further 30 per cent.
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Regional leadership aspirations

/| K A Wwést@ra frontiers anaentral Asianneighbours have
vastoll andgas reserves

China aspires to take a lead role in Central Asia and Afghanist

A Aggressive fregade policies; Central AsiaChina trade hit
$50bn in 2013.

A China now wants to build the roads and pipelif@sbetter
accesgo the resources It needs to continue its
development.
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Xinjiangg/ KA Y I Qa . | f dzZOKA &0

A Hometo a restive Muslim Uighur  Xinjiang population
population that is culturallyfurkish &y ethniciry. 2000 ¢

A Far poorer than the ethnielan Other 3.1 |
Chinese Hui 4.5 : w

A Separatist movement related Kazakh
sentiment «\‘
Al I yQa Ll2Ldzf I GA2Y

Increased from @er cent to more
than 40 percent
A Uighurs account for about 43 per
cent of the populatiorr down from e
as much as 90 per cemt 1949. — -

Ughur
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Total investment in Xinjiang

‘E) t_:l |

o0 Ethnic separatism
0 Religious extremism &
o Terrorism in the region

C Poorer job opportunities and
C Lack of meaningful political

representation. 20
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A Economic development will lessen the appeal of radical
Islam in China and Pakistan, Afghanistan and central
Asia.

A Instead of using military power China wants to use
the power of money
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CPEC: One Road, One Bw#ision

a h ind, the Initiative will focus on jointly building a new Eurasian
Land Bridge and developing ChidlangoliaRussia, Chin@entral Asia
West Asia and Chidadochina Peninsula economic corridors by taking
advantage of international transport routes, relying on core cities along
the Belt and Road and using key economic industrial parks as
cooperation platforms. At sea, the Initiative will focus on jointly
building smooth, secure and efficient transport routes connecting
mayjor sea ports along the Belt and Ro&ate ChinaPakistan Economic
Corridor and the Banglades@hinalndia-Myanmar Economic

Corridor are closely related to the Belt and Road Initiatjand

therefore require closer cooperation and greateN2 3 N a a d X X X X

Vision and Actions on Jointly Building Silk Road Economic Belt and 21s€Century Maritime Silk Road,;
Issuedby the National Development and Reform Commissidimjstry of Foreign Affairs, and Ministgf Commercenf the
People's Republic of Chinaith State Councawuthorization; Marc2015 18



Salient features

AUnder the CPEC, the hydel, coal, wind and solar energy projects
will add a total of 10400 MW to the national grid

ARoad and rail links from Gawadar to Khunjerab and with other
nodes

ASetting up Special Economic Zones with a focus on energy
generation

NThe Chinese resp
Mr . Smal l sail d. n
bang scale that vy
Pakistan needs. 0
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Silk Roads

China plans to spend billions on infrastructure in
Pakistan that would help open new trade routes,

Spending on projects

EST.COST,
SECTOR IN BILLIONS
Energy $33.79
Road 590
Rail 3.69
Mass transit in Lahore 160
Gwadar ?o[t‘ e oAl g 69
Chlna‘Paklstan fiber optics 0.04
TOTAL 45.69°
150 mites
150 km

AFGHANISTAN

of

Gv;:é;!ar

Arabian Sea

= Proposed road netwocl:
ENERGY PROJECTS

Coal mining/
Q power plant ‘
© Hydro

|

 '

" PAKISTAN

:‘_‘\I ‘
"W.;,g‘ ~ CHINA
«(.‘?‘55
‘t“ ’J"n :

.&ﬁ ’h uz,gmbﬂ 3‘
i‘ ) Ih‘%g i .*':".-

s 'w"

""""

INDIA

U.S. civilian aid program
In Pakistan since 2009,
in billions

Energy $2
Border-area rehabilitation 2

Edtxatlon/health/other 1

TOTAL 5

Includes adding 1500MW of
electrical power, plans to finance
irrigation of 1 million acres of
farmiand by 2018, building or
rehabditating over 620 miles of
roads and highways, building or
rehabditating more than 950
schools.
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1694% ° 0.66 1% 0.04, 0%

CPEC Spending Analysis
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Gawadar: the gateway from Gulf

AGwadaris at the mouth of the " "

Persian Gulf. Not far away Is tt
Strait of Hormuz, the A%

A% T e B CHINA
aottlene(xthrough which R e . Y *  ~.;-'.'.;,'_““"45 Wt
passes large amounts of the é.f 00 Km B, e S
world's oil. ¢

AMuch of that oil sails to China,
and takes weeks to get there.
An overland route via Pakistar T N \
wouldt in theory at least 1l "'%"““’
be cheaper and quicker, and
offers China the advantage of
bypassing rivals and fractious o
neighborsn the Indian Ocean : Ve R
and South China Sea. |

Shortest Route from Western China to Gwadar
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Gawadar in CPEC

AGwadarof 2050: areas saiside for luxury beachside hotels, a big
revolving restaurant, a marina and a sweeping suburbs.

AA master plan represents a cybeonnected Smart City of 1rillion. (At
present, about 100,000eople)

AChina has takea 40year lease on the port of Gwadar, through a state
run company.

AThe Chinese have also agreed to build and pay for an international
alrport that's slated to be the biggest in acreaga In Pakistan

AModelled on Shenzhenlarge Special Economic Zone in Gwasdreing
set up

AConstruction ohew roads nowink Gwadar port wittChamanDera
Ismail Khan and the Indus Highway.




KP Perspective

Lahore Gawadar Porf
transport, 0.66, 1% Fiber optics
1694% || 0.040%

Rai| 3.69 8%\

ASecrecy at early stages of
plannlng Road59/

AStepmother treatment

CPEC Spending Analysis
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Promises

Kashmir

Eight industrial parks at:

BatagramMansehra Haripur,Karnal
Khaninternchageon Motorway;

MalakandChakdardnterchange; Swat;
Banny andD.l.Khan

[Commercial feasibility to be provided
by the provincial government]

Provincial government to provide lands
andFedetralgovtto provide basic
amenities like energy needs, telecom
and railway links

Other agreed components:

1. Circular railway line includirfgeshwar
NowshehraMardan-Charsaddd&eshawar

2. Connectind.l.Kharto Peshawar via
railway track and motorway

3. Motorway fromKarakto Taxilavia Kohat-
Jhand
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M representative of KBovtin CPEC

ARepresentatives in all working groups and
committees like Energy, transport, indusgtc

AGround breaking of Western Corridor in July,
2016

AA clear timeline of Western route






