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- Executive Summary -

China’s Economy Economic Palicy in the Post-reform of Party and State | ngtitutions

On March 21, the Central Committee of the Communist Party of Chinareleased aplan on deepening thereform
of Party and state ingtitutions. Thisis a move to give shape to the principle of “ensuring Party leadership over
all work,” as presented at the 19th CPC National Congress. At the third plenary session of the 19th CPC Central
Committee held at the end of February, which isan unusual timing, the reform was explained as “modernizing
China's system and capacity for governance” and offering a guarantee and creating conditions for achieving
two centenary goals. The presence of the CPC Central Committee under the general secretary will further

increase compared to the State Council and other bodies.

News from the China Advisory

- Potential for Sino-Japanese Collabor ation on the Belt and Road I nitiative
IvViISon

M oves among Japanese compani es seeking to participate in Belt and Road Initiative infrastructure projects
are on the up. Chinese authorities have given top priority to the national strategy and awarded
infrastructure contracts with no regard for cost, however there are signs that they are reviewing their
policy; experts, too, are emphasizing the importance of ensuring that such projects are marketable. The
wave of positive opinion on tie-ups with foreign companies is aso beginning to spread. This report
examines the potential for collaboration between Japanese and Chinese companies on third-country
infrastructure projects and explores the various schemes available on the assumption that such
collaboration isfeasible.
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On March 21, the Central Committee of the Communist Party of Chinareleased a plan on degpening the reform
of Party and state ingtitutions (heregfter referred to asthe “indtitutiona reform plan”). Thisisamoveto give shape
to the principle of “ensuring Party leadership over al work,” as presented at the 19th CPC Nationa Congress. At
the third plenary session of the 19th CPC Centra Committee held at the end of February, which is an unusud
timing, the reform was explained as “modernizing China's system and capacity for governance’ and offering a

guarantee and creeting conditions for achieving two centenary goals.

+ Embodying the principle of “ ensuring Party leader ship over all work”

At the beginning, the inditutional reform plan states that a strong indtitutional guarantee will be offered for
achieving China s dream of nationa rejuvenation, led by stronger Party leadership over al work.

The latest reform is the embodiment of the principle of “ensuring Party leadership over al work” presented in
Xi Jnping’s report to the 19th Nationa Congress of the CPC (hereafter referred to asthe “19th NCCPC”) held in
October 2017 in the form of “reform of Party and state inditutions.” In his report, Xi Jinping pledged to firmly
maintain Party leadership in al areas of work and to establish a more-perfect structure and mechanism to achieve

this, by saying, “The Party exercises overdl leadership over dl areas of endeavor in every part of the country,”
renderedin Chineseas* REE R ¥ ZAaradtd . E2MSF—IHY.” Thisisan expression used by Mao Zedong.

= “Improving China’s gover nance level and capacity”
The inditutiona reform plan was adopted by the third plenary session of the 19th CPC Centra Committee

(hereafter referred to as the “third plenary session”), which was closed on February 28. A third plenary session is
usualy held in the autumn of the following year of the CPC National Congress, and various important reform
policies have been decided at past third plenary sessions, including: the “four modernizations’ decided &t the third
plenary session of the 11th CPC Central Committeein 1978; the CPC Central Committee' s decisions on anumber
of problems regarding the establishment of a sociaist market (50 articles) adopted at the third plenary session of
the 14th CPC Central Committee in 1993; and the CPC Central Committee's decision on major issues concerning
comprehensively deepening reforms (60 items) adopted at the third plenary sesson of the 18th CPC Centrd
Committeein 2013. “ Deepening reform of Party and state ingtitutions” endorsed by the latest third plenary sesson
could be positioned as a turning point for China to: put an end to the separation of Party and state (separation of
Party and government), which was promoted in the 1980s and 1990s in the 20th century; strengthen Party
leadership over the government and other agencies, and improve governance capecity.

According to acommunique issued at the end of the latest third plenary session, the gods of the deeper reform
of Party and dtate indtitutions include “promoting coordinated actions and resultant forces among the people's
congresses, governments, politica advisory bodies, and supervisory, judicia and prosecutoria organs, people's
organizations, enterprises, publicingtitutions, and socia organizations under the unified leadership of the CPC” and
“improving Chinas governance level and capecity.”
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Furthermore, the communique cdled for “effortsto reformtheingtitutional setting, optimizefunction disposition,
and improve efficiency and effectiveness to provide an indtitutional guarantee to secure a decisive victory in
building a moderately prosperous society in al respects,” based on the redization of the first centenary god of
building a moderately prosperous society by 2021 when the CPC celebrates its centenary. In addition, the
communique cals for focusing on achieving the second centenary goa of developing Chinainto a great modern
socidist country by the mid-21st century, or in 2049, the 100th anniversary of the People' s Republic of China,
placing emphasis on resolving long-term problems on structures and systems and creating favorable conditions for

building amore-complete socidist system with Chinese characteristics.

= | ngtitutional reform plan submitted to the National People€ s Congress

Theingitutiona reform plan consstsof eight partsand 60 items, covering awide range of issues. Theeight parts
are. CPC Centrd Commiittee ingtitutions (Part 1); Nationd Peopl€'s Congress (equivaent to the Japanese Diet,
heresfter referred to as the “NPC,” Part 2); reform of State Council ingtitutions (Part 3); the Chinese People's
Paliticd Consultative Conference (CPPCC) Nationa Committee (Part 4); the adminigtrative law enforcement
system (Part 5); military (Part 6); civilian organizations (Communist Y outh League of China, All-ChinaFederation
of Trade Unions, Red Cross Society of Ching, etc., Part 7); and locd ingtitutions (Part 8).

Of the ingtitutiona reform plan, the “reform of State Council ingtitutions’ (Chapter 3) was adopted at the first
plenary session of the 13th NPC. A State Council reform plan, which was unveiled on March 13, changed the
names of four ministries and a commission to “Ministry of Naturd Resources” “Ministry of Ecology and
Environment,” “Ministry of Agriculture and Rura Affairs” “Ministry of Culture and Tourism,” and “National
Hedth Commission” and newly created “Ministry of Veterans Affairs’ and “Ministry of Emergency Management.”

Subordinate ingtitutions of the State Council were also restructured. Newly established indtitutions are asfollows:
a date market regulatory adminigtration, a state radio and television adminigtration, the China Media Group, the
Banking and Insurance Regulatory Commission, the Internationa Development Cooperation Agency, a state
medica insurance adminigtration, a state grain and reserves adminigtration, a state immigration administration, a
state administration of forestry and grasdand, and the State Intellectua Property Office.

The reform of Party and state indtitutions is supposed to be carried out by the end of 2018, while the reform of
locdl indtitutions will be completed by the end of March 2019.

= Three key areas discussed at the first meeting of the Central Committee for Financial and Economic

Affairs

In Part 1 of theindtitutional reform plan, the CPC Central Committee' sfour central leading groupsfor degpening
overdl reform, cyberspace affairs, financid and economic affairs, and foreign affairsaretransformed and upgraded
S0 asto act as central committees. Asfor economic policy, in addition to the policies formulated by State Council
ingtitutions, theimportance of policy decisons made by the Centra Committeefor Financia and Economic Affairs
will obvioudy increase going forward.

Thefirst meeting of the Centra Committee for Financial and Economic Affairswasheld on April 2. According
to Xinhua, the meeting was presided over by General Secretary Xi Jinping, who concurrently servesasthe chairman
of the Central Committee for Financial and Economic Affars. At the meeting, Xi Jnping made the following

remarks: (1) “Preventing and defusing financid risksisrelevant to nationa security, overall development, and the
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security of people's property, and is a key threshold that the country must cross to achieve high-quality growth”;

(2) “The country has made progressin itsfight against poverty, abattle that must bewon” ; and (3) “ Environmental

issues are amgjor concern for the public and are decisive to Chinese peopl€' sjudgement of the success of building

amoderately prosperous society in al respects.” [Numbers added by the author] Xi Jinping again mentioned three
key areasthat he described as*“three tough battles by 2020” at the 19th NCCPC.

At themeeting, the People’ sBank of China(hereinafter referred to asthe* PBOC” or “PBC”), the State Council’ s
office of poverty dleviation, and the Ministry of Ecology and Environment presented reports.

(1) As for preventing and diffusing financia risks, they referred to: reducing the leverage ratio of locd
governments and companies, especially state-owned enterprises (asset compassion); promoting high-quality
development, increasing total-factor productivity, and resolving problems through reform and development;
having the Financial Stability and Development Committee (established in July 2017, with its first meeting
held in November the same year) play itsrole; and better coordinating financia supervision at the state and
local level with stronger responsibility of local governmentsfor controlling local financia risks.

(2) As for targeted poverty dleviation, points regarding anti-poverty measures were specified from the five
perspectives of: industry (combination between agricultural production and sdes); displacement and
relocation (consideration for industry and employment); working (creation of labor affairs organizations);
education (increasing the quality of compulsory educeation); and health (reducing the burden of medica
expenses).

(3) Asfor environmentd issues, apolicy of “four reductions and four increasesin four structures’ was presented,
namely: (1) industria structure: reducing outdated industrial capacity and increasing new growth drivers; (2)
energy structure: reducing the use of coa and increasing the use of clean energy; (3) trangport structure:
reducing road transport and increasing rail transport; and (4) agricultura investment structure: reducing the
use of chemicd fertilizers and pesticides and increasing the use of organic fertilizers.

Themeeting was attended by Li Kegiang, Wang Y ang, Wang Huning and Han Zheng (members of the Politburo

Standing Committee of the CPC Central Commiittee), while members of the Central Committee for Financial and

Economic Affairs and the heads of divisons related to the CPC Central Committee and State Council indtitutions

were present.

* L ectures delivered at the Central Committee for Financial and Economic Affairs communicated at a
meeting of the CPC PBC Committee
Onthefollowing April 3, Guo Shuging, who isthe party secretary of the PBOC, presided over ameeting of the
CPC PBC Committee, and communicated the spirit of important lectures at the Central Committee for Financia
and Economic Affairs. According to the bank’s website, Yi Gang, who is governor and deputy party secretary of
thebank, and other committee members attended the meeting. At the meeting, they mentioned thefollowing issues:

(2) having the Officeof the Financia Stability and Development Committee play itsroleand making clear timelines
and route maps, (2) reducing leverage ratio and credibility risks in key areas with focus placed on supply-side
sructura reform, defusing shadow banking risks, and maintaining financid order; and (3) firmly maintaining the
principle of marketization and |aw-based governance, having themarket play itsdecisiverolein resourceadlocation,
and having the government play its role more strongly so asto definitely maintain minimum requirements for the
prevention of systemic risks.

One MIZUHO

3 Building the future with you



MIZ‘HO China’s economy

As mentioned above, policy lines have been communicated and decided through Party organizations, and other
government bodieslikely will do the same. The presence of the CPC Centrd Committee under the generd secretary
will further increase compared to the State Council and other bodies.
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Road Initiative Mizuho Bank, Ltd.
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1. Changesin the Palitical and Economic Environment surrounding the Belt and Road I nitiative

China s Bdlt and Road initietive is drawing increasing interest in Japan. Thiswas triggered by a statement from
Japan’ s Prime Minigter Shinzo Abein Junelast year when he expressed Japan’ s reediness to cooperate with China
on the Belt and Road initiative, abeit under certain conditions. In November, Abe met separately for high-level
talks with both Chinese President Xi Jinping and Premier Li Kegiang and agreed that business-level cooperation
between Japanese and Chinese companies in third countries would be beneficid to both nations within the context
of the Belt and Road initiative.

In December, the Japanese government rel eased guiddlines encouraging Japanese firmsto cooperatein thefie ds
of energy conservation and the environment, advancement in industry (including industry parks and power
infrastructure), and logigtics (including a trans-continenta railway linking Asia and Europe). The necessity of
striving for close cooperation in third-country projects, including Chinad's Belt and Road initiative, was dso
confirmed a ameeting of Japanese and Chinese businessmen and former government officialsheld the same month.

In January this year, however, the Chinese government expressed its intention to extend the Belt and Road
initiativeinto Latin Americaat the second ministeria meeting of the Chinaand the Community of Latin American
and Caribbean States (CEL AC) Forum, which wasled by Venezuela. That same month Chinaalso released awhite
paper onits Arctic Policy inwhich it referred to Arctic shipping routes asa“Polar Silk Road” and positioned this
aspart of itsBelt and Road initiative. The Belt and Road initiative is agovernment-led strategy comprising a“ belt”
and a“road” that will link the great Eurasian continent from east to west, transcending geographic boundariesin a
bid for China-based globdlization with a clear eye to the massive response this move will generate from the
international community.

These subgtantive shiftsin the political and economic environment surrounding the Belt and Road initiative have
triggered an increase in the number of Japanese firms that are actively seeking to join projects related to Chind's
Belt and Road infrastructure development initiative. Many are curious about the nature of the projectsinvolved and
are asking specific questions about ways to get involved in Belt and Road infrastructure projects.

This report thus explores the potential for Sino-Japanese collaboration on China's cross-border infrastructure
development project.

2. TheRole Played by Chinese Financial Ingtitutionsin the Bt and Road Initiative

Before examining thefeasibility for collaboration between Japanese companiesand their Chinese peers, itisfirst
necessary to take alook at the financing for the Belt and Road infrastructure development project that is being
promoted by China. Chinese financid ingtitutions play a massive and occasiondly decisive role in the contracts
won by Chinese firmsfor internationd infrastructure projects. Moreover, thisrole will have significant bearing on
the feasibility of Japanese involvement on these projects.

ChinaDevel opment Bank (CDB) and the Export-Import Bank of China(EXIM), both of which are state-owned
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policy banks under the direct jurisdiction of the Chinese government, play akey role in raising funds for the Belt
and Road infrastructure development project. According to its annud report, as of the end of 2016, CDB had
outstanding internationa businessloans of US$ 277.9 hillion (approximately 30 trillion yen).

EXIM, meanwhile, offers two categories of so-caled Preferentid Loans: Concessiond Foreign Aid Loans and
Preferential Buyer's Credit. According to a hearing with EXIM officids, as of December 2017, EXIM was
financing 1,200 projects in fifty countries aong the Belt and Road route, with outstanding loans reaching RMB
670.0 billion (approximately 11 trillion yen).

By comparison, the Japan Bank for Internationa Cooperation had outstanding loans amounting to approximeately
JPY 14.6574 trillion as of the end of March last year, which should give some idea of the scde of the presence of
China stwo policy banks.

Specificdly, EXIM s reportedly funding the mgority of the projects that are being undertaken in both Sri
Lanka sfamous Hambantota port and Pakistan’ s Gwadar port, including the development of related infrastructure.
Moreover, CDB has committed funding to a high-speed rail project linking Jakarta and Bandung in Indonesia,
which was awarded to Chinaat the expense of Japan (though theloan had yet to be executed as of theend of March
dueto ddlaysin land acquisition).

CDB and EXIM funding for infrastructure development projectsis far reaching and covers the construction of
roads, power infrastructure, airports, water supply infrastructure, resources, and telecommunications, in addition to
portsand railroads. A substantia percentage of the financing extended by these two banksfor foreign infrastructure
development projectsisin the form of tied loans, atype of foreign aid, that are conditiona upon the awarding of
construction contracts to Chinese firms or the introduction of Chinese equipment. In addition, some loans require
the guarantee of the Chinese government or the government of the borrower country.

Financing from Chinese policy banks is a lifesaver for emerging countries that lack the financia resources
needed for their infrastructure devel opment projects. Thisisespecidly truefor projectsthat arergjected for funding
under the conditionality applied by internationa development banks such as the World Bank (WB) and the Asian
Development Bank (ADB) dueto concernsabout their feasibility and/or environmental and social impact. The cost
competitiveness of Chinese firms in combination with the financia backing of these two banks offers some
explanation for the volume of infrastructure contracts these firms are being awarded in emerging countries.

By contrast, the Asan Infrastructure Investment Bank (AlIB) hasfailed to make its presence felt despite dl the
initid publicity it received. In 2016 and 2017, the AlIB extended a mere US$ 4.2 hillion on 24 projects
(approximately 450.0 hillion yen), which is substantialy less than the US$ 28.9 hillion (gpproximately 3 trillion
yen) in credit that was granted by the ADB in 2017 alone. Moreover, seventeen of those projects were jointly
financed by either the WB or the ADB. The AlIB hasyet to establish the systems needed for project identification,
review and monitoring, and has single-handedly financed amere handful of projects.

As of the end of 2017, membership of the AlIB had reached 84 countries, which is higher than the number of
ADB member countries (67). For Japan, the AlIB isaworrying presence since it represents part of China sefforts
to expand its globd clout. Thefact that it attracted an unexpected amount of publicity and that it is an internationd
financial ingtitution that isbound by the principles of accountability and transparency, however, iswhy it continues
to operate stably.

On the other hand, the AIIB is providing infrastructure financing on the basis of the globa standard for

internationa banks and it deserves some credit for its operations thusfar.
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The Silk Road Fund is another organization that was established to support the construction of the Belt and Road
infrastructure development project. Thisfund isan equity investment fund that was established in December 2014
under the leadership of the People's Bank of Chinato utilize China s foreign exchange reserves. As of December
7, 2017, the fund had committed approximately US$ 7.0 hillion (approximately 750 hillion yen) in investment on
severnteen projects.

Starting with Pakistan’s Karot hydropower plant, the Silk Road Fund has aso invested in an Italian motorway
company. It has additiondly acquired a 9.9 percent interest in the Yamal liquefied natura gas development project
located in northern Russig, aproject that also has JGC Corporation and Chiyoda Corporation involvement. It should
be noted, however, that the Silk Road Fund generdly has a minority stake in its investments and its operation
appears to be sound.

3. Chinese Expert Opinion on the Current State of the Bdt and Road Initiative

Whilst Japan’ s expectations with regard to Sino-Japanese collaboration on China s Belt and Road cross-border
infrastructure development project are mounting, the next issue that needs to be examined isthe current state of the
project and China stake on the feasihility of Sino-Japanese cooperation on this project. Mizuho Bank has recently
conducted hearingswith Chinesefinancia ingtitutionsand think tanks on the subject, but al the expertsand andysts
that were consulted in Beijing stress the importance of ensuring that the project is undertaken in accordance with
market principles and that, snce Chinese firms stand to benefit from the involvement of Japanese companiesin
this project, as with other foreign companies, their participation in the Belt and Road infrastructure initigtive is
broadly welcome.

Officids at both CDB and EXIM explained that, as development banks, protecting the principa and making a
profit, however smal (referred to as “securing a thin profit margin”, in Chinese), are key missions. Again, asked
about the nature of Belt and Road project financing a abriefing on economic trendsthat was hosted by the Chinese
embassy in Japan on March 20 this year, a Chinese expert stressed that: “The Belt and Road project is being
advanced on the basis of its marketability (to global investors)”.

This emphasis among Chinese experts on the marketability of the project is thought to be grounded in the
awareness among Chinese firms of the many risks they face in taking on what amounts to a project that is atop
nationa priority on which profitability is given no account.

Venezuela, which is the recipient of massive CDB loans, has descended into economic chaos as the result of
faling oil prices, whilst the China-financed road construction project that isbeing undertaken in Pakistan has been
halted due to economic corruption. Added to which, work on Indonesia s high-speed railway project has been
heavily delayed dueto the dow land acquisition process by local authorities. Meanwhile, development work onthe
Hambantota port in Sri Lanka has drawn criticism for the decision by Sri Lankato grant Chinaalong-term lease
onitsoperating rightsin exchange for the repayment of its debt.

In consequence, even state-owned enterprises that receive government support are finding it difficult to take on
projects that are not expected to generate any revenue down the line. A Chinese andyst has pointed out thet, from
adrategic perspective, these circumstances will likely result in agradud drop off in Belt and Road projects going
forward.

The emphasis on marketability can also be seen as a nod to Japanese and other foreign companies, as China
seeksto atract globa investors. The globdization of the Belt and Road initiative means that collaboration at the
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internationd level is more imperdtive than ever before. Moreover, Chinese firms that are being exposed to
internationa business risk through their involvement in the Belt and Road project look to be shedding their sdif-

sufficiency principles and becoming increasingly positive towards the formation of international consortiums.

4, Patter nsof Sino-Japanese Belt and Road Collaboration

There is no place for Japanese involvement on projects that are being financed by low-interest tied loans, but
Japanese firms could participate in Belt and Road projects that are marketable, i.e. those that are based on the
principles of economic rationdity. What, then, are the options for Sino-Japanese cooperation on such projects?

There are, essentialy, three possible options for Sino-Japanese collaboration on the Belt and Road cross-border
infrastructure development project: 1) participation by Chinese firms on contracts awarded to Japanese companies;
2) joint-venture contracts involving both Japanese and Chinese firms, and 3) participation by Japanese firms on
contracts awarded to Chinese companies.

With regard to thefirst option, aleading Japanese trading company has already seen some success with Chinese
cooperation. In March 2015, when Mitsui & Co., the Saudi Arabian power giant, ACWA Power, and a third
company won a contract from Oman's government for the Sdaah-2 power generaion project, they chose
Shandong Electric Power Congruction Corporation 11 (SEPCO 111), which is controlled by a state-owned
enterprise, as its turnkey EPC (engineering, procurement and construction) contractor. Here, the Japanese
stakeholder can be said to have sdlected aleading Chinesefirm to partner on the project on the basis of optimization
and rationdity, thus future cooperation on other projects will likely be free and unbiased.

With the second option, the Japanese (or Chinese) firm sdlects a Chinese (or Japanese) partner with aview to
winning the contract on aspecific project. Last May, Marubeni Corporation joined forceswith JinkoSolar Holding
Company, a magjor Chinese solar pane manufacturer, winning the contract on the Swelhan Photovoltaic
Independent Power Plant Project in the United Arab Emirates; the two companies are providing 20 percent equity
funding each for this specid-purpose entity. The cost performance of Chinese firms means that Chinaiis far and
away the global leader in solar panel manufacture, and Marubeni isthus seen as having successfully harnessed that
competitiveness.

Generd Electric (GE), the American multinational conglomerate, is actively seeking the cooperation of Chinese
firmsinitshidtowin power plant contractsin the emerging countriesof theworld. In September 2015, for example,
GE and Sinomach (ChinaNationa Machinery Industry Corporation) entered into astrategic partnership agreement
to collaborate on wind power generation and other clean (renewable) energy projectsin Sub-Saharan Africa. The
first project undertaken by this consortium was a wind power generation project in Kenya with Sinomach-
controlled China Machinery Engineering Corporation (CMEC). On this project, CMEC was responsible for the
EPC, whilst GE supplied the blades and wind power generators and provided technica training for operating
personnel.

GE was looking to expand its business opportunitiesin the region by leveraging the cost competitiveness of its
Chinese partner’ sEPC and its network of basesin Africa, aswedll asthefund-raising capabilities of Chinese-owned
banks with their ample financia resources. Sinomach, meanwhile, is thought to have been looking to build on its
EPC contract award performance by leveraging the power of the GE brand amidst an increasingly intense bidding
environment amongst Chinese EPC contractors. Japanese manufacturers could aso profit from looking into

cooperative schemes of thisnature.
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The second option offers another derivation, wherein the project owner encourages Sino-Japanese cooperation
on the contract. A leading Japanese trading company and a Chinese power generation equipment manufacturer
both bid on a contract for athermal power plant project in Vietnam, but through the mediation of the Vietnamese
authorities (i.e. the project owner), the two firms formed a consortium and were awarded the contract as aresult.
Moreover, the project was jointly financed by JBIC and EXIM, which agreed to take on the corporate risk of their
country’ sfirm. The Viethamese authorities are believed to have proposed the cooperative schemein consideration
of the balance of power between Japan and China

Cooperation of this nature has meritsfor al stakeholders. For the project owner, pursuing cost performance by
encouraging Sino-Japanese cooperation makes it possible to hedge the risks involved, whilst the Chinese partner
can compensate for its wesknesses by drawing on the project management capabilities and internationd
creditworthiness that are the strengths of Japanese firms. There is a growing wariness in China of excessive
dependence on finance, which suggests that more Chinese firms will be seeking Japanese cooperation on projects
in the years ahead.

The third option involves projects that are being promoted by Chinain emerging countries in cooperation with
the relevant loca authorities, and with theBelt and Road representing the stronghold of Chinese infrastructure
development projects, so to spesk, thereis no denying that Japanese firmswill struggle to makeinroads on projects
that are whally financed by the Chinese. Even given that foreign participation is an option, Japanese firms would
need to undertake a careful study of the project’ s nature, profitability and compliance before coming to adecision
onitsinvolvement.

Broadly spesking, Chinese firms have an overwhelming competitive advantage in terms of construction work
and equipment manufacture cogt, but Japanese firms have the edge in engineering knowhow, project management
capabilities and solution proposal capahiilities. The potentid for Japanese involvement in schemesthat dlow them
to compensate for Chinese weaknesses in areas such as plant design, process management and consulting, for

example, isthus considerable (seeinst).

Figure: The Strengths and Weaknesses of Japanese and Chinese Firms in the
Field of Infrastructure Development

Japanese Firms Chinese Firms
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There is scope for cooperation in fields where Japanese corporate strengths can
be leveraged to compensate for the weaknesses of their Chinese peers.

Source: Compiled by the Global Strategic Advisory Department of Mizuho Bank, Ltd.
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With this third cooperative scheme, committing to supply those Chinese EPC contractors that are bidding on
internationa infrastructure development projects offers one option. A leading Japanese manufacturer, armed with
the power generation equipment it was manufacturing as a joint venture in China, was jointly awarded a power
plant project with a Chinese EPC contractor and is participating in Belt and Road business by supplying power
generation equipment.

Asasupplier, thereislittle need to worry about the risks involved in the project, and whilst attention needs to be
given to keeping such projects separate from the overseas business development strategies of head office, theidea
has meritsin that it allows the Japanese partner to draw on existing experience of doing businessin Chinaand the
domestic network of its Chinese partner.

5. Conclusion

This report has examined three schemes for Sino-Japanese cooperation on China’s Belt and Road
infrastructure development project. Whatever the scheme, the enthusiasm that is being
manifested by Chinese companies towards international cooperation represents a golden
opportunity and Japanese firms will need to actively approach their Chinese peers if they are to be
successful. Failure to build relations with Chinese firms will make it difficult to acquire information
on up and coming projects in a timely manner and will rule out future cooperation. The author
hopes that this report will be of assistance to Japanese firms that are looking into Sino-Japanese

cooperation.

Caution

1

Legal or accounting advice: The information included in this materid does not contain any advice on legd,
accounting, or tax matters. If you require any advice on such matters, you should consult your respective
professiond advisors.

Confidentiality: The information included in this materia is disclosed to you on the premise of your
confidentiality obligation, and should be used for internal purposes only. Disclosure of the contents herein to a
third party is prohibited.

Copyright: Copyright of the information included in this materia belongs to the bank, in principle. You are
prohibited to make a copy of, make a reproduction of, quote, reprint, trandate, loan, or in any way exploit the
content of thismateria in part or in whole, by any means, for any purpose, without our permission.

Indemnity: Theinformation included in this materia is obtained from various sources that the bank believes are
reliable. However, the bank shall not guarantee its correctness, trustworthiness, or integrity. The bank shall dso
not be ligble for any damage, whatsoever, arising from thisinformetion.

This publication is not deemed to congtitute advice, solicitation or recommendation to sell financial assets.
This document is a trandation of the Japanese origind, and the origina will take precedence in the event of any

difference between the two versions.
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