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Recent News

China’s
Investments

China has been an attractive leading foreign direct investment
destination among developing countries in the world. From
a mere annual FDI inflow of US$ 80,000 in 1979, inflow of
FDI has sharply increased to US$ 40.7 billion in 2000 and
further to US$ 92.4 billion in 2008, an increase of 23.6% from
2007, aggregating to a total of US$ 852.6 billion during the
period 1979-2008. As a result, according to China’s National
Bureau of Statistics, China has emerged as the leading foreign
direct investment destination among the developing countries
of the world.

Resurging Foreign Direct

Inflow of FDI into China has especially witnessed a surge post
China’s membership to the World Trade Organization (WTO)
in 2001. However, on account of the global economic slump
during last year, inflows of FDI have weakened. Foreign direct
investment shrank 17.52% in the first eight months of 2009,
as compared to the same period in the previous year, to
US$ 55.87 billion. China’s FDI dropped 35.7% to US$ 5.36
billion in July 2009 from a yeatr ago.

In what seems to be a reversal of trends, China received
US$ 7.5 billion of foreign direct investment in August, an
increase for the first time in 2009 of 7% from a year eatlier,
according to the Ministry of Commerce, People’s Republic of
China. The increase in FDI in August 2009 was attributable
to the sharp increase of investment into the manufacturing
sector, which witnessed an y-o-y increase of 11.72% to US$
4.29 billion. FDI into the manufacturing sector has been
increasing steadily since October 2008 without drastic

fluctuations and China could remain a key destination of FDI
into the manufacturing sector due to its rich labour resources
and improving investment climate, according to sources from
the Ministry of Commerce.

Continuing the increasing the trend in FDI inflows, in
September 2009, China received US$ 7.9 billion of FDI
inflows, up 18.9% from the corresponding month last year.
Consequently, FDI in the first nine months of 2009 shrank
14.26% from the corresponding period of 2008 to amount to
US$ 63.77 billion. According to the ministry statistics, the
Government approved foreign investment in 2,217 new
companies in September, an y-o-y increase of 10.63%,
aggregating the total for the first nine months to 16,348, down
21.41% over the same period during last year.

Chart 1: China’s Foreign Direct Investment Inflows in

2009 (USS$ billion)
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Marking the third month in a row of increase in FDI inflows,
after 10 months of annual fall, China attracted US$ 7.1 billion
of FDI into the country during October 2009, translating to
an increase of 5.7% over the corresponding month of 2008.
As a result, aggregate inflow of FDI during the period January-
October 2009 amounted to US$ 70.8 billion. This, however,
accounts for a fall of 12.6% as compared to the corresponding
period of last year. Nevertheless this is in comparison to the
contraction of 17.52% and 14.26% for the first eight and nine
months respectively, indicating a gradual pickup in aggregate
inflow of FDI into China during 2009.

This bilingual newsletter is published by the Research & Planning Group (China Desk) of Exim Bank. For further information, please contact
Jandhyala Viswanath (Tel: 91-22-22172323, E-mail: viswanath@exintbankindia.in)



India- China Bilateral Ties with Aseasn

he ten-member ASEAN trade bloc witnessed a

I moderation in growth from 6.7% registered in

2007 to 4.4% witnessed in 2008, on account of the

global economic crisis and its implications on the developing

economies of Asia. Total trade of ASEAN as a whole has

registered a growth rate of 0.2% in 2008 over the previous

year, with total trade amounting to US$ 1710.4 billion, of

which exports were US§ 879.1 billion and imports US$ 831.2
billion in 2008.

With most economies of ASEAN, being trade dependent
economies, the openness to trade (the ratio of total trade to
GDP) of ASEAN trade bloc as a whole was 113.5% in 2008.
FDI inflows into ASEAN countries registered a decline of
13.4% from US$ 69.5 billion in 2007 to US$ 60.2 billion in
2008, with a sharp decline in inflows to Singapore, Thailand
and Philippines.

India-ASEAN Bilateral Ties

India signed the ASEAN-India Free Trade Agreement in
Goods on August 13, 2009, following the meeting of the
ASEAN-India Economic Ministers, held in Bangkok, paving
the way for the creation of one of the world’s largest free trade
areas (FTA), with a combined GDP of US$ 2.75 trillion. As
part of the Comprehensive Economic Cooperation
Agreement, the Trade in Goods Agreement will integrate the
two globally important economic blocks for mutually beneficial
economic gains, which includes duty-free import and export
of 4,000 products, ranging from steel to appatel to sugar and
tobacco, over a period of eight years.

The Trade in Goods agreement focuses on tariff liberalization
on mutually agreed tariff lines from both the sides and is
targeted to eliminate tariffs on 80% of the tariff lines
accounting for 75% of the trade in a gradual manner starting
from 1st January, 2010. The exchange of tariff concessions
between India and the ASEAN Member Countries could lead
to growth in bilateral trade and investment resulting in
economic benefits to India and the ASEAN Member
Countries. Indian exporters of machinery and machine parts,
steel and steel products, agriculture products such as oilcake,
wheat and buffalo meat, auto components, chemicals and
synthetic textiles would gain additional market access as a result
of tariff liberalisation by ASEAN.

ASEAN is a major trading partner for India and accounts for
almost 10% of its global trade. During 2008-09, bilateral trade
between India and ASEAN amounted US$ 44.7 billion. With
the signing of the current Agreement, which comes into force
from 1st January 2010, an ambitious target of achieving
bilateral trade of US$ 50 billion by 2010 has been set. The
signing of the Agreement signals India’s firm commitment to

its ‘Look East’ policy of building upon its historical links with
the countries of the Southeast Asian region and further
deepening and widening this partnership.

China-ASEAN Bilateral Ties

The ASEAN-China FTA (ACFTA), which entered into force
in July 2003, is China’s first initiative in regional trade
agreements since its membership to WTO. Its significance to
regionalism in Asia can be gauged from the fact that it would
be one of the largest FTAs ever negotiated, in terms of
magnitude, countries involved and size of economies. The FTA
involved around 1.9 billion people, with a combined GDP of
over US$ 5.8 trillion, in 2008.

The concept of an ACFTA was first envisaged during the
ASEAN-China Summit held in November 2001 and
subsequently the Framework Agreement for this FTA was
developed in Cambodia during the ASEAN Summit in 2002.
The “eatly harvest” clause constitutes a very important feature
of the agreement, which ensures reduction of tariffs on
especially agricultural products by ASEAN and China.

The ACFTA negotiates liberalization of services and
investment, apart from trade in goods. Agriculture, information
and communication technology (ICT), human resource
development (HRD), investment and the Mekong River basin
development were identified as the priority sectors in the
agreement. The FTA also focuses on implementation of
capacity building programmes and provision of technical
assistance for newer ASEAN members.

With the establishment of the trade agreement between
ASEAN and China, the countries involved in the agreement
are perceived to mutually benefit to a great extent in terms of
reduced transaction costs and efficient procurement of product
components in the region, especially benefiting all countries
involved in regional production network along with China.
Owing to the immense size of the economic trade agreement
between China and ASEAN, it is certain to have a significant
impact on the world economy further boosting Asia’s share
in world trade and promoting better regional economic
integration.

In October 2009, with a view to giving further impetus to the
existing free trade mechanism and to bolster bilateral
cooperation between the two economic powerhouses, China
and ASEAN signed a Memorandum of Understanding (MOU)
on the establishment of a China-ASEAN centre, to be based
in Beijing, besides two separate MOUs on cooperation in the
field of Intellectual Property and for strengthening cooperation
in the field of Standards,Technical Regulation and Conformity
Assessment.



India’s Foreign Trade Policy 2009-14 : Highlights

The Ministry of Commerce and Industry (MOCI),
Government of India, recently announced the Foreign
Trade Policy 2009-14. The policy has been announced
in the backdrop of an unprecedented decline in global trade
volumes. The policy seeks to assist Indian exporters expand
their business in existing markets, make inroads into new
markets, upgrade technology through imports of capital goods,
and reduce transaction costs. The policy, which has set an
export target of US$ 200 billion for FY 2010-11 and doubling
of exports by FY 2013-14, has aimed at providing relief to
exporters in terms of additional incentives while at the same
time extending existing schemes. The short term objective of
the policy is to arrest and reverse the declining trend of exports
and to provide additional support especially to those sectors
which have been hit badly by recession in the developed world.
The long term policy objective is to double India’s share in
global trade by 2020. In order to meet these objectives, the
Government would follow a mix of policy measures including
fiscal incentives, institutional changes, procedural
rationalization, enhanced market access across the world and
diversification of export markets. Improving export related
infrastructure, bringing down transaction costs, and providing
full refund of all indirect taxes and levies, would be the main

instruments for achieving this target.

In terms of existing incentives, DEPB scheme has been
extended upto 31st December 2010, and Export Promotion
Capital Goods (EPCG) Scheme at zero duty has been
introduced for certain engineering products, electronic
products, basic chemicals and pharmaceuticals, apparel and
textiles, plastics, handicrafts, chemicals and allied products and
leather and leather products. The existing 3% EPCG Scheme
has been considerably simplified, to ease its usage by the
exporters.

The policy also gives special focus to new emerging markets
with a view to make Indian exports more competitive. Twenty
six new markets have been added under Focus Market Scheme
including 16 new markets in Latin America and 10 in Asia-
Oceania. Additional resources have been made available under
the Market Development Assistance Scheme and Market
Access Initiative Scheme. Further, incentive schemes are being
rationalised to identify leading products which would catalyse
the next phase of export growth. Credit entitlements under
Focus Market Scheme and Focus Product Scheme have been
increased by 0.5% (from 2.5% to 3%) and by 0.75% (1.25%
to 2%), respectively and benefits have been extended to new
markets/products. Market Linked Focus Product Scheme has
been expanded to products in pharmaceuticals, synthetic
fabrics, value added rubber and plastic, textile made-up, knitted

and crocheted fabrics, glass products, iron and steel products
and aluminium sectors.

Enhanced insurance coverage and exposure for exports
through Export Credit Guarantee Corporation (ECGC)
schemes has been ensured till March 31, 2010. The adjustment
assistance scheme initiated in December 2008 to provide
enhanced ECGC cover at 95% to the adversely affected sectors
has been continued till March 2010. The interest subvention
scheme for this purpose has also been continued. The plan is
to encourage value addition in manufactured exports and
towards this end, the Government has stipulated a minimum
15% value addition on imported inputs under Advanced
Authorisation Scheme.

An attempt has also been made to reduce the transaction costs
by reducing application fees for various incentives. Other
procedural relaxations have also been proposed. In order to
reduce the transaction costs and institutional bottlenecks, the
e-trade project would be implemented in a time bound manner
to bring all stake holders on a common platform. Additional
ports/locations would be enabled on the Electronic Data
Interchange over the next few years which would reduce paper
work for the businesses.

The policy is committed to support the growth of project
exports. A high level coordination committee is being
established in the Department of Commerce, MOCI, to
facilitate the export of manufactured goods / project exports
creating synergies with the lines of credit extended through
Exim Bank for new and emerging markets. This committee
would have representation from the Ministry of External
Affairs, Ministry of Finance, Exim Bank and RBI. Setting up
of an Inter Ministerial Committee and a Directorate of Trade
Remedy Measures has also been announced to resolve issues
faced by exporters and to enable support to Indian industry,
especially the MSMEs, in availing their rights through trade
remedy instruments.

In addition, there has been an emphasis on export growth of
employment generating sectors like gems and jewellery,
agriculture, leather, tea, pharmaceuticals, handloom and marine
industry. Export Oriented Units have been allowed to sell
products manufactured by them in Domestic Tariff Area
(DTA) up to a limit of 90% instead of existing 75%, without
changing the criteria of ‘similar goods’, within the overall
entitlement of 50% for DTA sale. The policy, which would
be reviewed in 2 years, has tried to create enabling conditions
for the Indian exporting community and this gains increasing
significance in the current recessionary environment.



Harnessing The Potential of Wind Energy

lobal demand for energy is increasing at a
G breathtaking pace, and this is particularly true in

developing economies like India and China. The
pressing need to rely upon renewable sources of energy rather
than on the rapidly depleting conventional, non-renewable
sources of energy, to meet the burgeoning energy requirement
has been rightfully recognized across countries of the world.
In the forefront of this renewable revolution is harnessing the
sustainable power of energy produced from wind.

Over the decade, global wind power capacity has exhibited an
impressive average cumulative growth rate of over 30%. With
more than 27 GW of new installations, bringing the total up
to over 120 GW, the year 2008 has been yet another record
year. In terms of total installed capacity in 2008, China and
India ranked at 4™ and 5% positions respectively, with installed
capacities of 12.2 GW and 9.6 GW respectively, behind USA,
Germany and Spain.

The Indian Scenario

India, with a large peninsula belt, and two-season monsoon,
has significant potential in generating wind energy. Apart from
onshore generation, India has also the potential for tapping
offshore belts for wind energy.

Capacity and Production

According to the Global Wind Energy Council (GWEC), India
added 1.8 GW during the year 2008, third largest new capacity
addition in the world, next to USA and China. According to
the Ministry of New and Renewable Energy (MNRE),
Government of India, wind power projects aggregating around
10.24 GW have been installed in the country till March 2009,
across 10 states. Chart 1 presents trend in total installed
capacity of wind energy in India.

Chart 1: Total Installed Capacity in India (MW)
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Specific policies have been introduced by the state
Governments (through the State Electricity Regulatory
Commissions) to encourage setting up of wind power projects.
The policies cover regulations pertaining to types of
investments, as also the buy-back of power at a contracted rate.

State wise wind power installation capacity in India is presented
in Chart 2.

Chart 2: State-Wise Wind Power Installation Capacity
Mw) (2008-09)
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Exports

India exported wind mill / wind turbine, and wind-powered
generating sets (ITC HS Codes: 84128030, and 85023100)
valued US$ 645.7 million during the period 2008—09. Exports
of wind-powered generating sets from India have shown a
rapid growth from a mere US$ 24 million in 2005-06 to almost
US$ 645 mn in 2008-09. Exports were mainly to USA
(accounting for 37% of India’s total exports of wind power
generating sets), Brazil (20%), Australia (18%), Portugal (9.4%)
and Spain (8%) in 2008-09.

Wind Power: Potential in India

According to MNRE, the wind power potential in India is
assessed at around 45,000 MW, assuming 1% of land
availability for wind farms, requiting 12 ha/MW in sites having
wind power density in excess of 200W/sq.m at 50-m hub-
height. MNRE has floated a Wind Resource Assessment
Programme, which has so far covered 25 states and union
territories, involving establishment of 1050 wind monitoring
and wind mapping stations.

Wind energy has negligible fuel costs and relatively low
maintenance costs. Though the capital cost appears high, wind
energy has low marginal cost. The estimated average cost per
unit incorporates cost of construction of the turbine and
transmission facilities, finance cost, cost of risk, operating cost
and return for the investment, averaged over the projected life
of the equipment (about 20 years). In India, the capital cost
of a wind farm ranges between Rs. 60 to 65 million per MW
(at present); the estimated cost of generation works out to
Rs. 3000 to Rs. 4000 per MW, though in the initial years it may
be at a higher level.

Wind Energy and Environment
Wind power enables electricity to be produced in an
environmentally friendly way where the turbines do not



produce chemical or radioactive emissions. The energy sector
today accounts for 40% of world’s CO, emissions. According
to Global Wind Energy Outlook — 2008, the global wind
energy capacity could reach 1000 GW by 2020, producing
about 2600 TWh of electricity per year. This would save as
much as 1.5 billion tonnes of coal every year. It may be
mentioned that India and China are earning significant carbon
credits due to wind energy development in the respective
countries. According to Global Wind Energy Report 2008,
there are around 650 Clean Development Mechanism (CDM)
wind energy projects that are in the pipeline, with more than
25,000 MW of wind power generation, of which, about 270
projects, accounting for 5,072 MW, are to be established in
India.

The Chinese Scenario

China, in the recent past, has been progressively developing
its renewable energy sector, in the wake of its increasing
reliance on imported oil, worsening environmental pollution
and looming energy shortage. The Chinese government has
been targeting aggressive capacity expansion for renewable
energy in order to mitigate these issues. Endowed with an
abundance of potential wind, besides other sources of energy,
the Chinese government has embraced them as substitutes to
reliance on foreign oil or other sources such as coal. The
renewable energy law which aimed at boosting the overall
contribution of renewable energy took effect on January 1,
2006. In June 2007, the government published the long-awaited
Medium-to-Long Term Development Plan that includes targets
of increasing the share of renewable energy in total energy
consumption to 10% by 2010 and to 15% by 2020. In the long
term, China has set an objective of having 30% or more of
its total energy requirements being satisfied by renewable
sources by 2050.

In the past four years, China’s wind energy industry has
experienced tremendous growth. The year 2008 has been
another year of remarkable development in the area of
harnessing the potential of wind energy. According to statistics
from the Global Wind Energy Council, China’s installed wind
power capacity doubled for almost the fourth consecutive year,
reaching 12.2 GW by the end of 2008 (Chart 3 ), making it
the world’s fourth largest country in wind power-installed
capacity, next only to the United States, Germany and Spain.
New installed capacity totaled 6.3 GW in 2008, a 106.6%
increase over the 2007 market. Moreover, in 2009, China has
become the world’s largest market for new installed wind

capacity globally.

The National Development and Reform Commission (NDRC)
of China has targeted a compound annual growth rate (CAGR)
of 36.9%, for wind power capacity for the period 2005-10, and

Chart 3: Total Installed Capacity in China (MW)
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19.6%, for the period 2010-20, implying that wind power
energy is likely to become the next booming sector in China.

Among the renewable energy sources, wind power has gained
ground in China, supported by government initiatives, such as
the allocation of “wind concessions” to attract investment. In
2008, the newly-established National Energy Administration
highlighted wind energy as a priority for diversifying China’s
Energy mix, which is currently heavily reliant on coal. In April
2008, the Ministry of Finance of People’s Republic of China
issued a new regulation on tax refunds for importing large wind
turbines (2.5 MW and above) and key components. This was
followed by another incentive policy by the Ministry of Finance
on funding support for the commercialization of wind power
generation equipment in August 2008.

Outlook

According to the Global Wind Energy Council (GWEC), India
has slipped to the 5 position in total wind power installed
capacity at the end of 2008, with China overtaking it by a huge
margin in terms of both new capacity (6300 MW as compared
to 1800 MW of India in 2008) and total installed capacity
(12210 MW as compared to 9645 MW of India as of end
2008). Nevertheless, India has been successfully managing to
leapfrog many European countries in terms of new capacity
additions during the year 2008 to rank 3" after USA and China.

Despite the concerns about the financial crisis and its spillover
effects into the real economy, the wind energy industry
continues to be in upward strategic move to harness the
potential. With the fundamental drivers (such as growing
energy demand, relatively low capital cost, and relatively low
generating cost, technology and financing support from
developed countries) for Indian wind energy sector remaining
strong, India would be in a position to capitalize the
opportunity, not only in promoting wind energy for the cause
of mitigating climate change, but also to use this window of
opportunity to meet the growing power demand faced by the
country.



Second Quarter Review of Monetary Policy 2009-10

The Reserve Bank of India (RBI) has released the second
quarter review of the Monetary Policy 2009-10 on October
27,2009. There has been a marked improvement in the global
economic outlook since the first quarter review in July 2009.
The focus has shifted from ‘managing the crisis’ to ‘managing
the recovery’. The timing and sequencing of the exit from an
expansionary monetary stance has been actively debated upon
across countries around the world. The challenge for the
central bank in India is to support the recovery process without
compromising on price stability.

Concerns of Recent Monetary Policy

The reversal of monetary policy easing stems from the concern
about inflation. Inflation based upon the WPI has turned
positive, the base effect which has kept WPI low so far is now
gone and CPI inflation has remained stubbornly elevated. On
a financial year basis, WPI has already increased by 5.95%.
Even though the current inflationary pressures are driven by
prices of food articles, these could have an adverse impact on
the generalised inflation. Moreover, from the liquidity point
of view, the current large overhang of liquidity could stimulate
inflationary expectations, even if credit demand remains

subdued.

The argument in favour of continuation of the current
monetary easing stance is based on the apparently fragile
recovery and continuing decline in exports. Recent
improvement in industrial production is also believed to be
overstated due to the base effect. Moreover reversal of the
accommodative monetary stance at this stage could harden
vields on government bonds increasing pressure on interest
rates and dampening both consumption and investment
demand. Wider interest rate differential, on account of
tightening ahead of other economies, could also become a

perverse incentive for even larger capital flows.

In the context of the these concerns, it would be appropriate
for the Reserve Bank of India to sequence the ‘exit’ in a
calibrated way such that the recovery process is not hampered,
and also inflationary expectations remain anchored.

As a result, the following measures constitute the first phase
of ‘exit’.

The statutory liquidity ratio (SLR), which was reduced from
25% of demand and time liabilities to 24%, is being restored

to 25% with effect from November 7, 2009. The limit for
export credit refinance facility [(under section 17(3A) of the

Important Monetary Measures
Bank Rate

° The Bank rate has been retained unchanged at 6.0%.
Repo rate

° The repo rate under the liquidity adjustment facility
(LAF) has been retained unchanged at 4.75%.

Reverse Repo Rate

° The reverse repo rate under the LAF has been
retained unchanged at 3.25%.

Cuash Reserve Ratio

° The cash reserve ratio (CRR) of scheduled
commercial banks has been retained unchanged at
5.0% of their net demand and time liabilities

(NDTL).
Statutory Lignidity Ratio

° The statutory liquidity ratio (SLR) of scheduled
commetcial banks (SCBs) was reduced from 25% to
24% of their NDTL with effect from November 8,
2008, in view of the difficult macroeconomic
scenario and liquidity conditions in global and
domestic financial markets post financial crisis.

° SLR for scheduled commercial banks has been
restored to 25% of their NDTL with effect from
the fortnight beginning November 7, 2009.

RBI Act], which was raised to 50% of eligible outstanding
export credit, is being returned to the pre-crisis level of 15%.
The two non-standard refinance facilities: (i) special refinance
facility for scheduled commercial banks under section 17(3B)
of the RBI Act (available up to March 31, 2010), and (ii) special
term repo facility for scheduled commercial banks (for funding
to MFs, NBFCs, and HFCs) (available up to March 31, 2010)
are being discontinued with immediate effect.

The stance of the Monetary Policy for the remaining 2009-10
would be to keep a vigil on inflation and be prepared to
respond effectively through policy adjustments, to stabilize
inflation expectations; monitor the liquidity situation closely
and to manage it actively in order to ensure that credit demands
of productive sectors are adequately met; and to maintain a
growth-inducing monetary and interest rate regime consistent
with price and financial stability.



Gems and Jewellery Industry in India and China

Indian Gems and Jewellery Industry

The gems and jewellery industry is one of the important
sectors of the Indian economy. The gems and jewellery
industry in India comprises of sourcing, processing,
manufacturing and selling of precious metals, diamonds, peatls,
precious and semi-precious gemstones, and artificial jewellery.
India is one of the fastest growing jewellery markets in the
world and is the largest consumer of gold in the world. India
is also one of the largest diamond processors in the world,
with more than 90% in terms of pieces, around 80% in terms
of carats, and around 55% in terms of volume being processed
in India.

India is also the largest consumer of gold in the world (over
700 tonnes in 2008), accounting for around 24% of world gold
consumption, majority of it going into production of jewellery.
Over the years, India is also emerging as largest trading centre
for gold. For the period 2008-09, the exports of gems and
jewellery from India showed an y-o-y growth of 40.7% as
compared to an y-o-y growth of 23% witnessed during 2007-
08 (Table 1).

Table: 1 Indian Exports of Gems and Jewellery

Time Period US$ Million % Change
2006-07 15,966.25 -
2007-08 19,688.31 23.3
2008-09 27,704.98 40.7

Source: Directorate General of Commercial Intelligence (DGCIS),
Ministry of Commerce

Growth in the gems and jewellery industry is likely to be driven
by exports to the major export markets like USA and Europe,
and demand in the domestic market. Demand for gems and
jewellery are income elastic, and is likely to remain moderate
in the near future. The continuation of demand slowdown in
USA and Europe might slow down the exports of gems and
jewellery as also the domestic retail market.

The prospects in growing economies in India, Middle East,
Hong Kong and China are expected to help the sector to regain
its glitter. Adding to this, changing lifestyle and urbanization
are also fuelling growth in the gems and jewellery industry,
mainly in branded jewellery. A major advantage of the Indian
gems and jewellery industry is the low cost of labour involved
in the production of finished diamonds. India has one of the
best skilled manpower to design and make high volumes of
exquisite jewellery at relatively low labor cost. The long-term

1 US. Geological Survey (USGS).
2 Wotld Diamond Council.

outlook for Indian gems and jewellery is expected to be
positive. India’s competitive advantage is likely to be centered
on its skilled labour combined with a ready adoption of leading
technology.

Chinese Gems and Jewellery Industry

Gems and jewellery industry in China, since the onset of
reforms over 25 years ago, has been emerging as an industry
with dynamism and high development prospects. China is one
of the largest consumers of gold, with gold jewellery being
the major item of demand. During 2008, the total demand for
gold in China was 392.7 tonnes showing a growth rate of
19.8% over the year 2007. During 2008, China was the largest
producer of gold in the world with a production of 295 metric
tonnes! (a share of 18.9% in world gold production) with a
growth rate of 7.3% over the previous year.

The annual production of diamonds in 2008 was valued at
USS$ 1.3 million? (69.4 thousand carats), an increase of 18%
in value (13% in carat) since 2006. In order to promote the
development of China’s diamond industry, authorized by the
state council, the Shanghai Diamond Exchange was established.
This non-profit organization brought together most of the
diamond processing and trading companies in China, and in
addition attracted alliances from several foreign diamond
companies.

China’s exports of gems and jewellery have grown by 22%
since 2004; from US$ 4.4 billion to US$ 8.1 billion in 2007.
The item which was largely exported (according to value) from
China was articles of jewellery and parts of precious metals
with a share of 30.9% in the total exports of gems and
jewellery during 2007.

Table 2: China’s exports of Precious Metals,
Gems and Jewellery (US$ mn)

Time Period US$ Million % Change
2005 5532.84 -
2006 6893.92 24.6
2007 8122.75 17.8

Source: UN Comtrade

Major export destinations for China’s gems and jewellery
exports were Hong Kong with a share of 55.5% of total
exports followed by USA (16%), Belgium (8.2%), Switzerland
(2.2%) and UK (2%). In the case of imports, major source
were Hong Kong (37.8%), Belgium (13.3%), Switzerland
(8.7%), USA (8%) and UK (7.6%).



Recent News

China Extends Loan to Ethiopia for Expressway
The Chinese Export Import Bank (Exim Bank), has signed a
US$ 349 million loan agreement with the Government of
Ethiopia, for construction of Ethiopia’s new expressway
project during the first week of November 2009. The 79 kms,
eight-lane expressway, the first of its kind in Ethiopia, is
expected to ease traffic from Addis Ababa to Adama - the
country’s major import line. The highway would be
constructed by China Road and Bridge Corporation (CRBC)
and is expected to commence by 2010 to be completed by
2014.

Earlier this year during mid-July, Ethiopia had also entered into
a 1.9 billion euro (US$ 2.67 billion) contract with China to
construct two hydroelectric dams with a capacity of more than
2,000 megawatts. Besides, in 2007, Ethiopia received an
aggregate of US$ 708 million in development loans from
Beijing, During the same year in November, one of China’s
biggest telecoms equipment providers, ZTE Corp signed a
US$ 1.5 billion loan deal with Ethiopian Telecommunications
Corporation (ETC) for upgrading of its telephone network.

According to statistics, China’s annual trade with Africa has
witnessed a sharp rise from US$ 2 billion in 1999 to US§ 107
billion in 2008.

Source: www.africanews.com

China to expand 9.4% in 2010: Forecasts
According to a report released by the Beijing-based Renmin
University of China, the Chinese economy is forecast to grow
at 9.4% in 2010 on account of growth in domestic
consumption and improving exports.

The country’s retail sales are also predicted to register an
y-o-y growth of 18.2% in 2010, boosted by domestic
consumption and income growth. China’s exports are forecast
to rise 13.3% and imports by 12.2% in 2010.

The report predicted that the world’s third largest economy
would expand by 8.56% in 2009, having registered an y-o-y
GDP growth of 7.7% in the first three quarters, largely due
to the massive stimulus package unveiled in November 2008.

Other leading economists have also voiced optimism on
China’s economic prospects. Qiao Hong, a Chinese economist
at Goldman Sachs, forecast in the first half of November that
China’s economy could expand 11.9% y-o-y in 2010.

Moreover, according to the report, the country’s consumer
price index (CPI), the main determinant of inflation, could dip
0.7% this year.

Source: www.chinaview.cn

China’s food industry expected to expand 16.7%
year on year

According to the China National Food Industry Association
(CNFIA), output value of China’s food industry is expected
to grow 16.7% year on year. Output value of the country’s
food industry was expected to exceed 4.9 trillion yuan (US$
717 billion) this year, according to Liu Zhi, CNFIA executive
vice chairman. During January- May 2009, output of China’s
food industry was 1.82 trillion yuan, an increase of 14.6% over
the corresponding period last year.

Xiang Yuzhang, chief inspector of General Administration of
Quality Supervision, Inspection and Quarantine noted that
China’s food industry has been growing fast in the last few
years, while food safety situation is continuing to improve.
According to Xiang, the country’s food safety watch dogs at
all levels launched inspections to 1 million food producers this
year, registered and investigated 70,000 cases. The rate of
qualified food products was found to be 98.5% in the first half
2009, according to the country’s food safety inspection
departments nationwide.

Source: www.chinaview.cn

India third largest economy by 2050

According to a report by US-based internationally recognised
foreign-policy think tank, Carnegie Endowment for
International Peace, India will be the third largest economy in
the world after China and United States by 2050. An article
“The G20 in 20507, carried in November bulletin of the
Carnegie Endowment for International Peace reports that the
total GDP of India, China and the US, in real US dollar terms,
will be over 70% more than that of the other G20 countries
combined. In China and India alone, GDP is predicted to
increase by nearly US$ 60 trillion — the current level of world
GDP.

The report also highlights that China would become the world’s
largest economy in 2032, and grow to be 20% larger than the
United States by 2050. Among the G20 countries, India is
predicted to grow most rapidly with GDP increasing to US$
17.8 trillion in 2050, up sixteen times from its current level of
US$ 1.1 trillion. However, its current relative modest size
would prevent it from surpassing either China or the United
States in real US dollar terms.

Over the next forty years, nearly 60% of G20 economic
growth is expected to come from Brazil, China, India, Russia,
and Mexico alone (BRIC-M). These 5-economies are expected
to grow at an average rate of 6.1% p.a., raising their share of
G20 GDP from 18.7% in 2009 to 49.2% in 2050.

Source: Press Trust of India
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