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Sinolytics is a European research-based consultancy entirely
focused on China with offices in Berlin, Zurich and Beijing. We
uniquely blend in-depth research with a management consulting
approach to problem solving. We operate at the nexus of policy
and business focusing on analyzing the impact of China’s economic
policy, industrial policy, technology policy, public policy and trade
policy as well as intensifying areas of regulatory compliance such as
cybersecurity/data protection, environment or the corporate social
credit system on foreign business. Sinolytics also puts a special
focus on the opportunities and challenges arising from China’s rapid
technological and digital transformation. In these fields, we consult
MNCs, SMEs, investors and public sector agencies providing indepth research and expert analysis to enable well-informed China
strategy development and decision-making.
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Caixin Global Intelligence is Caixin Global’s strategic advisory
arm, helping clients across the globe assess policy risk and
macroeconomics in China. Building upon Caixin’s research strength,
CGI provides intelligence and consultancy services, bespoke
research, live events, and networking platforms. Our clients include
global institutional investors, banks, MNCs, public sector institutions,
and international businesses entering the China market.
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Introduction

New infrastructure has become a hot
topic in China’s national economic policy
agenda to fight the economic impacts of
Covid-19. Listed as the top investment
priority in the government work report delivered at the National People’s Congress
in May 2020, it links short term stimulus
with the long-term objectives to promote
technological progress and future economic strength. As national policy on the
topic is fragmented and provides only
vague guidance, local governments have
led the push so far, rushing ahead with
ambitious investment plans for new infrastructure. According to incomplete figures, 14 provinces plan to invest 827 bn
CNY in 2020. The plans focus mostly on
5G, data centers, satellite, electric vehicle
(EV) charging stations, industrial internet,
ultra-high voltage transmission (UHV), and
high-speed rail (HSR).
Despite the strong media attention, however, new infrastructure-oriented stimulus
will have only a limited effect on economic
growth and employment in the short term,
as it accounts for only 10 to 15% of total
infrastructure investment. Traditional infrastructure such as traditional rail, streets and
airports, still accounts for the vast majority.
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Nonetheless, the initiative plays an important role in promoting roll-out of strategic technologies. For instance, 5G and
electric vehicle charging will see an exceptional acceleration due to the new
infrastructure stimulus. High-speed rail is
also set to receive a boost albeit with a
delay. We expect that China’s technological position will significantly improve and
new business models benefitting from
this new infrastructure can be introduced
earlier.
For foreign companies, the initiative presents numerous opportunities. Investors
can buy shares of companies that are to
benefit from the new infrastructure stimulus, and securities issued by them. Suppliers of equipment for 5G, UHV and HSR
can expect a surge in orders. At the application level, foreign automotive OEMs can
take advantage of their increasing participation in charging. And autonomous
driving can see faster application due to
earlier availability of 5G-based communication. However, foreign participation is
also limited by China’s investment barriers
and market distortions.
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