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The 17 + 1 Format
networkingstrategy

Some major New Silk Road projects: focus on Europe
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Les pays d’Europe du sud-est au sein de la « nouvelle route de la soie »
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Main points

AA formatthat masksbilateralrelations
with the variouscountries of the
regionthat composeit

AA Europe oEuropes aEuropean
strategyor strategie®

AMuch ado abounhothing? Reality of == X *“%:Eéﬁ%:
the Chinesepresence Weak Strong Y
asymmetriesbelow expectations

AArchipelizatioror leverag® Serbia a
caseapart?

AThe New Deal for China G2 (<2008)
G20 (> 2008 G3 (:Covig?
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The 17 + 1 Format: A Section of th&ilkRoad

AThe 17: avarietyof countries inEasternand SouthEasternEurope

A11 New EUnembers ofwhich5 in the euro area, 5 in therocessof
accession (Western Balkans), 12 NAi&nbers Kosoveexcluded

AFormerintegratedsocialisteconomiesdominatedby the former USSR,
iIndependentopen (exYU breakdown)utarkic(AL)

APassednore orlessquicklyandwith difficulty from socialisnto the market
Nowdependentcapitalisms> 70%rade and FDith the EUEuropean
regulations(institutions,markets international relations)

A Aregionalmarketor fragmented mostlysmall nationalmarketsfor China?
AWestern Balkans: &conomiesn reconstruction and in therocessof
Integrationinto the EU JesssignificantEuropearregulations aspacefor
China?
AOtherupcomingmembershipd participations:
Altaly? No. US and EU pressures
ANotableabsentee¥ a2f R2@l = ! { N> AyS> . St I NHza .



China on theutskirtsof Europe

Market Size of CEECs

Purchasing The Republi
2015 Market Size Power %
(19 (population, mn)  (Per-capita GDP, - of Estonia

Uss)
Hungary 99 12,240 : = ltf\eukt:&ublx
Poland %0 12495 . The Republic
Czech I of Lithuania
Republic Lo Hidat :
Romania 199 8,906
Slovakia 54 15,992 The Repubhc
Serbia 71 5,120 B of Poand
Estonia 13 17.288 h The Czech
Slovenia 21 20732 g
Cithuania 29 14,210 - — G2y |
Latva 20 13619 : The Republic l l Romerse
e T e " of Croatia
Bosnia and mﬁ N m o Repubhc Of
Herzegovina 39 W i
Montenegro . I of Bulgana

Macedonia 21 4787 sg
Albania 29 3995 of bania - Themk of
Montenegro 06 6489

Source: IMF

China’s 16+1 grouping built around EU’s newer, poorer members

EU countries’ GDP per head, B £EU member before 2004
2017 ($'000) Joined EU in 2004 or later
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China: An Alternative for the Countries of the
Regior?

AMilos ZemanCzecHPresident TheCzecHRepublias anunsinkable
alrcraft-carrier

AAlexisTsipras PMGreece Greececouldserve ag K A gdte@Qayinto
Europe

AViktor Orban PMHungary If the EUcannotprovidefinancialsupport,
we will turn to China

AAleksandar dzd Sekbianpresident Chinais| yetedtnal steel
friendshig Sebia



China in CESEE

ANetworking andmultilateral bilateralismwith the 17

AFoundedn 2012, ayearbefore OBOR / BRihstitutional and political
positioningunclear the elephantin the porcelainstore?

ABetweenWiberaldemocracie® o0 1 ! ¥ t [partyklegtetracke®dzt O A
(Western Balkans)

AFordependentcapitalisms awayto loosenthe grip for thereceiversby
favoringcooperationwith China?

APoliticaland economicdecoupling
A Politics the Format, arempty shell a nonrmobilizable marginakool?
A Economybilateralismvs.regionalstrategy Ex: BudapedBelgrade train

ACapital trade, service provision (infrastructure)

A Soft power:
A Cultural institutesscholarshipslearningMandarin Serbig,
A Universitybranch Fudanin Budapestdfter the departureof the CEU ..)



Opportunities entry modes fochineseoperators

A Lines ofcreditto financeprojects

A ChinaCooperationinvestmentFund(500m USD), SirBEE Investment ar@ooperationFund
(2016), 11bn USDom chinese( political banksn

A No stringattached low conditionalities low interestrates, variablelependingon the size of the
deal,extendedrepaymentterms, fasteraccesgo capitaldisbursementOpacityof MoU

A Alreadyhighindebtednesf somecountries Montenegrg Bosnia vist-vis China

A Betweenservice provision, direéhvestments exchanges
A Infrastructuresroads ports,railwaylines thermal power stations ...
A FDI (acquisitions) arlanited greenfield investments

A Outlineof the construction ofegionalvaluechains(_electricbatteries In the Balkans) in ngery
promisingmarkets low costproducts(automobiles irBulgarig

A Operators Chinesdirms andlabor. infrastructure construction sites, tifactoryin Serbia
A Questions about certaiprojects design, utility of trainshighways debt

A Arbitration, prioritizationin Chinesestrategy
A Theheartof Europe, theeast the south?
A At the heart Chinaseenas astrategicrival.
A In north-easternEurope: mordifficult markets adjustmentalreadymade {ntegratior),
A In thesouth-east lessbureaucraticconstraintsin Brussels, moraeeds-> shifttowardsthe south?



Whatexpectations forecipientcountries

AMarket search(exports) greenfieldinvestments(job)

A End of the transition cyclelependenteconomiesLooserthe bureaucratiogrip of
Brussels Aisegradd: Cz,SkPI, Hu)

A Compatibilitywith Europearmembership values andommitmentsamongthe new
memberstates BalticStates)

ABilateralismwith Chinasimplicit regionalmultilateralismunderpinnedby the
concept.

ASusceptibilityof large countries (PL) to end with smallcountries,especially
In the south.

ASouth:

A Many needsto upgrade (infrastructure), wayto stayin powerwhile avoidingthe
constraintsimposedby the EU (Stabilocracy...") but Europeannterestshigher

A Real US pressures (RO, MK, PL ..). Pb: futuneeBElbershipremainsk Y A N¥ha&h® X



Cumulative value of Chinese FDI transactions in the EU by country, 2000-2019

Differentiatedinvestment
strategies
A Investment versus provision of services goigo
A FDI and / or construction @dadsand raillinesFDI in e
the north, roadsandrailwaysin the south .
A Connectinghe North and the Southfrom Greeceto .

Estonia
: 0.1

Denmark ; Latvia
1.2 | : 0.1

Polandvia Belgrade and Budapest

A Division oflabor betweenChinagovernmentand business elond

3.1
A Financingand construction of infrastructure: state
enterprises

A Pave thewayfor private investmen® ' ech Repubic

A Whatto acquire? Besiassetsalreadyin the hands of
Westerncompanies

A Indecliningsector® Chemicaihdustryin Hungarycoal
miningin Bosnia Serbia

Lithuania

Romania
1.2
Croatia

Lo Bulgaria

Portugal Spain
8 0.4

60_ 4.6

A Buildingregionalvaluechain®
A Regionatelecommunicationsiub (RO, SBR)
A Automotiveindustry. BG, HR, SBR ol

Source: Rhodium Group.

Cyprus
0.2" o



Chinesdnvestissements in Europe and CESE]

In Europe In ECSE, 2013019 pns$)

Chinese FDI was concentrated in Northern Europe in 2019 ?
Chinese FDI in the EU-28 by country group 2010-20189, percentage
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FDI In NE, Infrastructures In-B

Share ofChinese-DlI, Visegradh (mios $) Infrastructures Building (%)

201.26 | 208.11 | 257.04 | 329.35 |352.11 |321.32 | 405.52

Hungary 475.35 | 507.41 | 53235 | 556.35 | 571.11 | 313.7 | 327.86

Czechia 66.83 | 202.45 | 204.68 | 242.69 | 22431 | 227.77 | 164.9

Slovakia 2578 | 86.01 |8277 |[127.79 |127.79 |82.77 |83.45

Total Chinese
investment 769.22 (1004 |1076.8 | 1256.2 | 1275.3 | 945.56 | 981.73
inV4

% of Chinese

investment 75.86% | 74.89% | 69.18% | 69.11% | 60.84% | 55.14% | 48.28%

in CEE W Serbia Bosnia Poland
B Slovenia Croatia Romania

B Montenegro Czech Republic Il Hungary



Infrastructures: EXChinacomplementarity

Europeaninterconnections EU & Chindunding

Hungary Moldova Infrastructure funds and loans to the Announced Chinese infrastructure loans
+aman Viraing Western Balkans, 2013-18, EUR millions B Committed Chinese infrastructure loans
3 ' B committed European infrastructure
Ljubljana & funds and loans
. Slovenia O Zagred 3 £ Romania
Croatia T ‘ \\_.f’\). 2,858
Belgrade !
z Qe o / 2512
Bosnia and B ""““"(q
Herzegovina Y Danube river e
" Sandy ( Coalitetw o~ _— 1,849 850 1,809
L0y v ac a
" % R 2,244
HOMENEEI0 Kosovoy, 1,184
= : Pristing’ 1,275 787 796
; 0 1,662
EU Pan-European Corridor VII 363 2 344
— EU Pan-European Corridor VIll 0 - 614 96 I
EU Pan-European Corridor X 0-0
 Budapest-Mthans bigh-speed raf ink Albania Bosnia and Macedonia Montenegro Serbia
« Proposed Danube-Morava-Vardar waterway Herzegovina

* Current or planned Chinese investments
in transport and power sectors

. Source: Mercator Institute for China Studies (MERICS)?7



Chinel7: Trade, FD&k. Infrastructures

FDI : acquisitionsgreenfields | 4 & é YitgdeNA O
AFDI in thaegion
A Between20002018: 7.1bnse 0 M 11 N INNERENE A s crinevaebolece 28
<than the amountinvestedin Finland(5.5 million)
. Total Baltics export to China 0,6
A Acquisitionsnorth-east R ——— 5
. otal Baltics import from China :
A PolandNovagoand Huta StalowaWola, Estonia
M ag netch RO Balkans-China trade balance 149
A Hungary BorsodCheminvitel Group,Hungary TotolBalkans export o Ching 36
A G ree nfl e I dl nvestm e ntS Total Balkans import from China 18,6
A Hungary UnisunsolarfarmsPoland screeningystems Vi-China trade balance

electrolyteplant for car batteriesserbia tires,
electronics battery Bulgaria automobile failed)

Total Vit export to China

Total V4 impaert from China

AThelion'sshare Infrastructure In thenortheast
especiallyin the southeast w W om0 2 W

billion

60



Infrastructures buildingyngoing projects

Bosniel SNJ S 32 @ A Geftrales thermiques, autoroutes

Bulgarie l dzi2NRdziSax> ! YSYIlF3ASYSyld RQdzy LRNI=Z fA3IyS RS OKSYA
l S NP LJ2 NI
Croatie | 2y AGNHzZOGA2Y RQdzy LRYG>S RQdzyS Fdzi2NRBdziS>X Y2RSNYAa
Estonie | 2y a0NHz0GA2Y RQdzyS €t A3yS RS OKSYAYy>S RS FTSNE RQdzy
DNB OS 9ELJ yaAzy Rdz LRNI Rdz t ANBSTE RS@St2LIISYSyld RQdzy IS
Hongrie [ AdYyS RS (N} AY ¢+t -BHddpesftRS @A GS&aasS . Sf3IANFRS
Lettonie | 2y a0NHzO0A2Y RQdzyS fA3yS RS OKSYAY RS FSNJ
Lituanie | 2y a0NHzOGA2Y RQdzyS tA3yS RS OKSYAY RS FSNE | YSyl 3ASYS

al OSR2AYS Rc/ SYiNIQtS KeRNJIdz AljdzST RSdzE aSOlGA2ya RQI dzi 2 N2 dzi S

az2yiuSySIaNe {SO0A2ya RQlIdzi2NRdzi ST LI dzaASdzNE OSYGNF S St SOUGNRI
Pays Projets

Pologne Hubs logistiques, centrale thermique

wWSLIdzof AljdzS (b2dz@SI dzE ot 204 RQdzyS OSyidNr €S ydzOt SFANBX O2yaiNHz
Roumanie b2YoNBdzE LINP2Sia Sy RA&aOdzaaiazy Si y2y FAYylIfAaSaod

pression des EU

Serbie t 2y aSOGA2ya RQlIdzi2NRdziSs fA3IyS RS OKSYAY RS FS
Slovaquie tlFada RS LINP2Sia Sy O2dz2NEP® wSTFdzda Rdz 32dz@SNYSYSyid af

barrage



Serbiathetrojan horse of china?

AThe 4pillarsof Serbiancooperation EU, EU (in
the accession phasarussigenergy military
equipment China (infrastructure, FDI, etc.)

AKleptocracyandilliberalismat work: rent sharing
Searchor complementaritiedrom different
sources

AA meansof blackmailvist-vis Europe t@void
bearingthe costof economicandpolitical
adjustment(recognition ofKosovo's
Independencé

ARealizinghat there will be no EUmembership
for a long time Serbialockedin a mirage of
democracyand Europeanization

Serbia with biggest Chinese
investment share in CE/SEE

BA HU
9% 1% CIZ

PL A 6%
7%

PL wHU =CZ =S| wmHR =mRO =RS =BA

in %, 2014-2018

Source: American Enterprise Institute and Heritage Foundation, China

Globol.lnvesiment Tracker (CGIT), RBI/Raiffeisen RESEARCH



Conclusions

AMuch ado abounhothing the 17 + 1 format, &g leaf?

ARather"archipelag® than searchfor economic(andpolitical)
everageeffects limited weight of trade, FDI,

ADisappointmen_t)f severalcountries (CZ, PBaltig: achievement
pelow expectationsdelays

ACoherencef strategies projects

ADesignprofitabiIi_ty of investments integrationinto local
developmentprojects

AProjectvisibility: the vaguenessf the ChinaEurope Landéea
Express Linproject (the BudapesBelgrade TGV line)

ADeadlinesppacity. hiddencontractin Hungary utility: reduced
population pool and standard of living of the populatimo low
to optimizeand makethe line profitable

AOvercapacityn condemnedsectorsthat do not respect
environmentalrules(thermal power plants iBBosniag




| 2y Of dzaA2ya O00QURDO

ABefore duringandafter Covid

A China as atrategicrival: what implications forits strategyin the regior? Tradewar,
protection ofstrategicsectors

A Abandonmenibf severalprojectsunder pressurefrom the US Renovatiorf
extension of aauclearpower plant, G5 hinesanterestsin EUJ14> EUL1: market
sharesindustrialcooperation R&D

A What multilateralismafter the USelectiorn splittinlgglobalizatiom Europeamole of
globalizationreceivingcentral andsouth-easternEurope?

AA new deal?

A Whatfuture for the BRA&fter the crisisin the regiorn pb of funding, fallout

AEUChina a&reemenlv.vha_t cooperatior? Expectation ofeceivingcountries: more
from the EUthan from China?

A Western Balkandntegration, participation ofChinesdirmsin the frameworkof
Europeamrojectsby submittingto Europearstandards Serbia freeelectron



Whatfuture?

AThe 17 + 1 Format and the
bilateralinvestmenttreaty

L

CFldoperationafter the signingof the

AEUpolicytowardsChina in thecontextof a postCovid
ATransparencyf contracts financing

AGreaterengagement of China wisvis the 17
Alnvestment volumeparticularlygreenfield
AAccess to th&€hinesamarketfor productsfrom the region

Alnsertioninto valuechain®

Alnfrastructurepolicyin the south
A Avoidredundanciesovercapacity
A Compliancevith environmentalrules(thermal power stations)
ARepaymentapacityof beneficiarycountries



