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# EEl A&ige-YeatPlan and thigeport

The Outline of China's T3ive-year Planthe 135 Outline was officially approved at the
conclusion of the National Peopl€ongresen 16 March 2016

The 135 Outline was drawn up the centralgovernment on the basis of the Chinese
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In the previousissue o KA Y I Q&4 t 2f A0& C¢KAY{] tA
assessed the possible business implications ofith& Plan, base@ y 0 K

After an indepth examination of the finalized ‘
13-5 Outline, which is much more detailed R A
with specific development goals, priorities B e e
and policy frameworks compared with the
[/t Q& Wh LIA Yur greviau@Bepot S | FA Y R
on 135 still relevant

Atthe same time, we identified new issues

in the 135 Outline that warrant further
examination considering their implications to
020K / KAyl Qa RS@Sft 2LJ
business implications

China’s 13th Five-Year Plan (2016-2020):

Redefining China’s development
paradigm under the New Normal
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This reportis an updateeviewof the 135
Outline, focusing on the 4 neissues




4 1ssues In the 136 Outline
for further examination
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City cluster as the primary spatial strategy
A more flexible approach to minimum wage

A significantly expanded highspeed rail network
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1.

A new transforming
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path emphasizing
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stressed since the end of 2015, is
emphasized ashe new development
path in the 135 Outline

China used to rely on stimulating the
demand side, including investment,
consumption and exports, to support growt

The effectiveness of such a strategy has
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pressing issue lie e supply -demand
mismatch and imbalance ,
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spree during their overseas trips which
coexists with overcapacity in many domest
industries

1 5 NSdpplgside réfdrn8vas séed byo
many asa turning point in

macro -policy essential for
China to further move to higher
value added industries, such as
high-tech industries and advance

i structure of the economy
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supply side. The 13 Outline
stressed that China should work
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Supply-sidereform in China:
what Is it and what to do?

Box 1. Supply -side reform:
What is it?

G { dzL3ldE NeS F 2vidvTigst raisedin November
2015 by PresidentXi jinping who pointed out that
the Chineseeconomyshalld S Y LJKoh gudligy and
efficiency of the supplyda A RT®éterm has since
been repeatedly mentioned by Xi Jinping and
PremierLiKegiang

Chinahas a large scale traditional manufacturing
sector which has been expandingin a traditional
way over the years, regardlessof the changing
demandpattern of Chineseconsumers ¢ K I wihQ &
expandinglarge scaleinvestmenthaslittle effectin
promoting economicgrowth over the past several
yeras

Thekeyideaof supplysidereformisto upgradethe
quality of outputs in the economy, so as to
accommodatehe everevolvingdemandpattern.
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oXx 2: Supply -side refor

ﬂ
What to do?

Supplysidereformwill include

A Tackling factory overcapacity and

property inventories

Incentive for specific industrighigh

tech industries, advanced

manufacturing and services) to

increaseeffective supply

More tax cuts

Lowering corporate borrowing costs
Easing administrative restrictions

Preventive measures against regional
and systemic financial risks and social

\risks
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2.

City Clustersviewed as the primary
spatial strategy In the 135 outline

A Cityclusteris viewedin the 135

Outlineasthe primary spatial
strategy  to achieve newype
urbanization, balanced regional
development, and further opening up
in inner regions

With such a spatial strategiuring the
13-5 period, understanding the

current configuration and future
RSOSt 2LIYSyid UGUNBYyRa
clusters is otritical importance

for companies seeking opportunities

in China
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examines their main features and
future trends
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China'’s City Clusters Series (1) [

CONFIDENTIAL
FORINTERNAL DISTRIBUTION ONLY

China’s City Clusters:
Main Features and Future Trends

= City clusters are becoming a dominant feature of

China’s urban landscape.

= This study maps out China’s 23 city clusters

(covering 192 cities) and examines their key

characteristics, econgmic performances,
positioning in the nationol development and
future development trends.

*  For companies seeking opportunities in China,

their busil by city clusters
allows them to leverage the linkages among

different cities and serve larger market aregs -

from o smaller number of locations in different
clusters, thereby achieving synergies among
these cities and reducing operational cost.

Dr. Wendy Hong ‘ed

Fung Business Intelligence Centre ,‘\'
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City clusters in the 13 Outline

( Box 3: What is a city cluster? \

A city cluster usuallycomprisesone or two megacitiesor large
citiesashubsandwith afew geographicallyadjacentcitieslinked
by commuting corridors, with increasingsocial and economic
interdependence

Typically,city clustersexhibit a higher population density and a
higher level of productivity when compared with national
averages

Worldwide, city clusters have become the primary trend for
urbanizationbecausethey are both the venuesof job creation

(Box 5: The configuration of \
Chinads city c
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with the five corridors forming the
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urbanization and regional development

A Thetwo horizontals :

V The continental land corridor

Qnd placeswhere modernservicesare provided J

" Box 4: City clusters in the 13 -5 Outline )

G/ Ot &za as heydkey spatiatrategyis stressedn 4
chaptersin the 135 Outline:

A Chapter 33, ptimizethe structure and layoubf urbanization

A Chapter 37Thecomprehensive strategy for regional development
A Chapter 38Coordinateddevelopment oBeijing TianjinHebei

V The Yangtze River corridor
A The three verticals
V The coastal corridor

V The HarbirBeijingGuangdong
corridor

V The BaototKunming corridor
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\A Chapter 490ptimize the opening up strategy )
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A more flexible appro

3.

wage during the

A Wage levels in China have increased steadily over th
last decade, driven by rapid economic growth and
declining population growth

A The Chinese government has been endeavoring to
increase household incomes and wages to help spur
private spending

achto minimum
135 period

“ Box 6: Minimum wage in the R
12 -5 plan
A The12p h dzi f graddly raisel 2

minimum wage standard

A The 125 Outline of the Human Resources
YR {20AFf { SOdzNR G @&
increase the minimum wage by at least

A The12 " five-year plan (201415) targetedan
average 13% increase In minimum wage each
year, along with a more modest annual increase in
household income (about 7%)

A As a result, minimum wage in China increased by
more than60% on average during the 12 period

A This has presented companies with the severe
challenge of keeping expenses at bay amid a slowing
economy

. Mo Fyydz tftecE )

Box 6: Minimum wage in the
13 -5 plan
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A Many laborintensive industries such as garments, toyinstead of stipulating a specific target for

and shoe manufacturing are transferring some
production to other cheaper locations

minimum wage increase, the 13 plan adopts
a more flexible approach to minimum wage
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Minimum wage in Chinais now In the midto-
upper range of Asian countries
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Average annual wage for urban workers in China (yuan)
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There has been near double
digit growth in the national
average annual wage for urban
employees in China since 2004,
with the average wage

reaching RMB 56,339 in 2014
(around US$9,000)

Source. National Bureau of Statistics.

Monthly minimum wage levels in Asia 2015 [U55%)
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minimum wage (in coastal @ *°®
cities at least) is now in the | 4,
mid-to-upper range of 400

Asian countries, much o

higher than for factory FSFFES L& E S
orkers in Bangladesh FFFFF & T
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Cambodia, and Vietham
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Note: In countries where only hourly or daily rates are available, the equivalent monthly rates are calculated onQn
the basis of a 160 hour working month. Exchange rates were calculated on 30 July 2015.
Source: China Labor Bulletin, see http://www.clb.org.hk/content/wages-and-employment



4.

A significantly expanded high speed rall
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China has one of the largest High
Speed Rail (HSR) in tverld
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announced in 2008 planned to
complete a HSR network of 19,000 T
km by 2020

In the 135 Outline, the network of

HSR will furtheextend by 60%

from 19,000 km to 30,000 km by

HnonX YR (KS 40dzNNBy (i f
horizontaland 4vertical axes @ A f f
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and at least 10 vertical

axes € £ 02 @S than\B@b6 o 2 NB The 2008 HSR plan:
large cities irChina 4-horizontal and 4vertical axes
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The expandedmid-to-long term high speed
rail plan inthe 13-5 Outline (2030)

Sourcethe 135 Outline; Legend translated by FBIC
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