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Director’s Foreword

Since its establishment last year, PAN
Sutong Shanghai-Hong Kong Econom-
ic Policy Research Centre (PSEC) has
devoted its work to strengthening
research on issues related to the
economic and financial development of
the Mainland and Hong Kong, as well
as organizing events with various
business and community organizations
and academic institutions of Shanghai,
Hong Kong, Macau and Taiwan. Major
events include: the Seminar on “Belt
and Road Initiative” and Hong
Kong-Macau Developmental Opportu-
nities; the 8th Shanghai-Hong Kong
Metropolitan Development Seminar; the
distinguished lecture given by Profes-
sor WEI Shangjin, the Chief Economist
of Asian Development Bank, on “A
Smarter Future: Education, Skills, and
Growth in Asia”’; and the academic
exchange with Sun Yat-sen University’s
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(SYSU) Centre for Studies of Hong
Kong, Macao and Pearl River Delta.

Furthermore, the PSEC has conducted
a couple of studies, including research
on: “The Problems and the Way
Forward for the Shanghai-Hong Kong
Stock Connect Scheme”; “The Impact
of Shanghai-Hong Kong Stock Connect
on the Volatility of Stock Markets of
Shanghai and Hong Kong”; and “The
Strategic ~ Blueprint and  Export
Pathways of Offshore Renminbi
Market”. The above work has demon-
strated PSEC'’s fruitful achievements in
the first year since inception.

In 2016, besides continuing to work on
the in-depth research on salient issues
related to the economic and financial
development of the Mainland and Hong
Kong such as the “Belt and Road

BERHEEBREERARPOERMSELENNIAMRE

Initiative”, Internationisation of RMB and
“Free Trade Zone”, we will work hard to
strengthen the collaboration among the
academia and business sectors of the
two regions. We will also continue to
invite renowned experts and scholars in
the field to organise forums and
seminars, so as to build up the reputa-
tion of PSEC as one of the major
research institutes for Mainland and
Hong Kong’s economic and financial
research.

| look forward to your support and
suggestions.

Prof. WEI Xiangdong

Director,

PAN Sutong Shanghai-Hong Kong
Economic Policy Research Centre,
Lingnan University.
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Economist Alicia Garcia-Herrero wrote
that the admission of the RMB into the
SDR basket is an “untimely trophy”.

The RMB started depreciating from
early 2015, and this depreciation culmi-
nated in a rather big decline of aimost
2% overnight on August 11 2015.
There is little sign for a reversal of the
capital flight from the mainland thus far.
Yet upon the admission of the RMB into
the SDR basket, two scenarios are
possible. One would be full opening up
of the capital account, and complete
free float of the RMB.

The other would be continuation of
capital control, and continued manage-
ment of the RMB exchange rate by the
People’s Bank. GH believes that this
scenario is most likely to happen and
that this is the predominant view of
observers.

GH argues that under the first scenario,
China could face huge capital inflows or
outflows that inevitably would cause
swings in the RMB exchange rate. She
believes that China’s financial markets
are not ready to cope with this.

Under the second scenario, major
swings in the RMB exchange rate can
be avoided. But this means China
would maintain capital control. The
on-shore RMB market would then
continue to be relatively insulated,
implying that investors from around the
globe will not increase their investment
into RMB-denominated assets. The
prospect of RMB acting as a reserve
currency will be limited. Still, given the
prospect of central banks increasing
their holdings of the RMB, we will still
face the possibility of the RMB appreci-
ating again.

GH is entirely correct in saying that free
float of the RMB implies no capital
control. However, the reverse is not
necessarily true. That is: absence of
capital control does not mean that the
currency must be freely floating. Hong
Kong is a case in point. Hong Kong has
pegged against the USD since October
17 1983, but Hong Kong has never had
capital control. The HKD has always
been completely and freely convertible.
Similarly, although the Singapore dollar
is not freely floating, Singapore does not
have capital control. The Singapore
Monetary Authority has always

TR AT | Latest Policy Information and In-depth Analysis

monitored the S$ exchange rate along with
various macroeconomic indicators, and
has managed the S$ exchange rate on an
ongoing basis.

As a matter of fact, even though some
economists believe in the clean float, it is
hard to find any currency on a perpetual
clean float. Even the USD exchange rate
was subject to policy intervention at one
time or other. In the early 1980s, a strong
USD had raised concern among US policy
makers, and a US-led Group of Five
intervention was launched after the Plaza
Accord in September 1985 to push down
the USD exchange rate. Since then, the
Japanese Yen was under market
pressures to appreciate. Without Central
Banks intervention, the Yen exchange rate
was pushed up beyond 80 Yen to the
Dollar by 2011, and the export-dependent
Japanese economy fell into prolonged
economic stagnation. During the time, no
prime minister was able to keep his job
because the economy was so bad. This
lasted till Abe was elected Prime Minister
the second time in 2012. He enlisted
Haruhiko Kuroda of the Asian Develop-
ment Bank to be the Governor of the Bank
of Japan. An aggressive quantitative
easing policy pushed the Yen exchange
rate all the way to 120 Yen to the Dollar and
beyond. Exporters began to enjoy profits
again. Even though the Yen Dollar
exchange rate has bounced back in
recent months, it is still much below earlier
levels.

Some economists had misunderstood the
floating exchange rate. Although the
exchange rate is a price determined by
supply and demand, it is not determined
by production costs and utility. Internation-
al capital flows play a big role on both
supply side and demand side, and they
are subject to speculation and volatile
expectations. A market-determined
exchange rate is not like the market price
of a good which does contribute to greater
efficiency in resource allocation. We may
even say that a freely floating exchange
rate at the mercy of wild swings in capital
flows could even hurt resource allocation.

We may therefore conclude that a freely
floating RMB is not advisable. The RMB
exchange rate must be determined with
reference to macroeconomic conditions
and kept within the levels consistent with
economic fundamentals.
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The Initial Step of RMB Internationalization: In Search of the Equilibrium RMB Exchange Rate
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The Deviation Between Official and Nominal
Equilibrium Exchange Rate
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&
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Figure 1

Positive deviation means RMB is undervalued; negative deviation means RMB is overvalued.

DEV(M1)=(OER - NEER(M1))/( NEER(M1)); DEV(M2)=(OER - NEER(M2))/( NEER(M2));

DEV(M3)=(0OER - NEER(M3))/( NEER(M3)); DEV(M4)=(OER - NEER(M4))/( NEER(M4));

OER represents the official exchange rate, yuan per USD; NEER(M1), NEER(M2), NEER(M3) and NEER(M4)
represents respective nominal equilibrium exchange rate estimated from model 1, model 2, model 3 and model
4, yuan per USD.



Equilibrium exchange rate refers to a sustainable
exchange rate consistent with economic funda-
mentals. This may deviate from the actual free
market exchange rate because the latter is subject
to the influence of international capital movements,
which are volatile and subject to the vagaries of
speculation.

What is the equilibrium exchange rate for Chinese
RMB? How different is it from the current official
rate? Debate on this topic has been going on for a
long time. This project attempts to provide some
initial answers to these important questions and to
shed some light on this heated debate. Investiga-
tion on the RMB equilibrium level is of great impor-
tance not only to China, but also to the whole world
and there is a vast literature. Here we make our
initial exploration of Edwards (1988) empirical
model and we believe that the Edwards framework
is appropriate to address this issue for developing
countries. His regression model is based on the
balance of the internal and external factors and
provides a list of the relevant real macro “funda-
mentals” that determine the behavior of the equilib-
rium real exchange rate. We apply his framework
as a benchmark and modify his equation to
incorporate some characteristics specific to China.

Edwards first examines the productivity growth rate
of tradable goods and non-tradable goods, and
then analyzes the changes of government spend-
ing, relative price between imports and exports,
external capital inflows, inflation in the world, export
subsidies and trade barriers. In his basic frame-
work, the main economic variables that determine
the equilibrium of the real exchange rate are the
terms of trade, degree of openness, government
expenditure, total factor productivity, and so on.
Our approach is to estimate the real exchange rate
from his basic framework, which would be the real
equilibrium exchange rate under the definition by
Edwards. After estimating the real equilibrium
exchange rate, we calculate the nominal equilibri-
um exchange rate. Finally, by comparing the
estimated nominal exchange rate with the official
exchange rate, we are in the position to observe the
degree of deviation between official exchange rate
and nominal equilibrium exchange rate.

Edwards selected 12 developing countries as the
objects of his study, not including China. We
extend his model by adding the foreign exchange
reserves and the money supply growth rate as
explanatory variables. We are motivated by the
fact that China has now accumulated the world's
largest foreign exchange reserves. With the devel-
opment of international financial markets and the
deepening of China's reform, the central bank’s
operations will be more frequent in the international
foreign exchange market. Massive foreign
exchange reserves not only become an important
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Official Exchange Rate and Nominal
Equilibrium Exchange Rate Estimated from
Different Models

yuan per USD
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Figure 2

OER represents the official exchange rate, yuan per USD; NEER(M1),
NEER(M2), NEER(M3) and NEER(M4) represents respective nominal
equilibrium exchange rate estimated from model 1, model 2, model 3 and
model 4, yuan per USD.

means of stabilizing RMB, but also strongly influenced by exchange rate
fluctuations. Many scholars have studied the relationship between the real
exchange rate of RMB and the foreign exchange reserves. So when we
analyze the real equilibrium exchange rate, it is necessary to take foreign
exchange reserves into account. In addition, there have been many
changes in central bank's monetary policy from 1993 to 2008, which, in
turn, will affect the fluctuation of RMB, so monetary policy must also be
included into the model. Lastly, although changes in exchange rate must
have inextricable links with the labor market, Edwards does not explore
the interactions between the two. We pick this up in our short discussion
here.

We construct the sample using quarterly data from first quarter in 1993 to
the fourth quarter in 2008 and we use the standard extrapolation method
for the potential and limited number of missing observations. Figure 1
shows the deviation between equilibrium exchange rate calculated from
different models and the official exchange rate. If the deviation equals 0,
RMB is at the equilibrium level; if the deviation is positive, it suggests the
RMB is undervalued; if the deviation is negative, it suggests the RMB is
overvalued. The detailed explanation of the deviation is shown in Figure 1
footnote. Figure 2 represents the official exchange rates and the equilibri-
um exchange rate estimated with different models. We can clearly see the
differences between the two over time.

The deviation, which is less than 0, suggests that the RMB should have
depreciated rather than appreciated over many of the periods under
study. This was especially the case during the peak of appreciation of
Yuan from the end of 2007 to the end of 2008. Four estimates of our
models tell us that RMB should be devalued during this period.

By extending Edwards’ model, we can conclude that the RMB should not
have appreciated, as least not by as much. As early as 2008 depreciation
was more appropriate than appreciation. The results of this study offer
some food for thought to China’s decision makers.
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“One Belt, One Road” (OBOR), a develop-
ment strategy and framework proposed by
the People's Republic of China (PRC),
consists of two components, the land-based
'Silk Road Economic Belt" (SREB) and
oceangoing 'Maritime Silkk Road" (MSR).
Stressing the trade and cultural links that
China and the countries along the routes
have in common, SREB was announced by
Chinese President Xi Jinping in September
2013 and MSR a month later. The Asian
Infrastructure  Investment Bank (AlIB),
founded by China in 2014 with the participa-
tion of 56 other countries, is a development
bank dedicated to funding projects under
OBOR, and may be considered the
initiative’s financial arm. China has commit-
ted to inject US$50 billion into the AlIB.'
Furthermore, in November 2014, Xi Jinping
announced plans to create a US$40 billion
Silk Road Fund to support private investment
under OBOR. The Conference on Interac-
tion and Confidence Building Measures in
Asia (CICA), also initiated by China, may be
considered the security arm of OBOR. The
Chinese leadership wants Asian countries
themselves to play a major stabilizing role in
fostering security in the region. Beijing
announced late 2014 that it would form a
‘Leading Group for Advancing the Develop-
ment of One Belt One Road’ and the compo-
sition was made public on 1 February 2015.
Headed by Vice-Premier Zhang Gaoli, it
reports directly to the State Council of the
PRC.

This analysis focuses on the MSR, which is
basically China’s initiative to invest in, to
foster collaboration with, and to raise the
economic welfare of the countries in
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Southeast Asia, South Asia, the Red Sea rim,
and continental Europe that lay along ancient
sea trading routes from eastern China through
the East China Sea, South China Sea, Indian
Ocean, Red Sea and Mediterranean Sea, This
analysis pays particular attention to the region of
Southeast Asia, the starting point for the MSR.
Specifically, we examine the economic benefit
ramifications of the MSR from the vantage point
of the Association of Southeast Asian Nations
(ASEAN) countries.? For the MSR to be success-
ful, China’s leadership role is important but
active participation from the ASEAN countries is
also needed. An ASEAN country is unlikely to
react favorably to China’s MSR initiative if it
expects little accruable economic benefit.

There is a paucity of empirical studies on the
economic impacts of the MSR. The economic
literature concentrates on the analysis of the
effects of the ASEAN-China Free Trade Area
(ACFTA),® which went into effect on January
2010. Previous studies generally point to the
positive contributions of ACFTA to the econo-
mies of ASEAN,* China and the Rest of the
World (ROW).5 Unlike the research on ACFTA,
previous studies on the impacts of the MSR
were predominantly qualitative.® For example,
MSR is predicted to spur ASEAN-China trade
expansion, regional integration, infrastructure
improvements, port developments, and more
efficient linkages in supply chain and logistics
managements. Besides, MSR is predicted to
help the ASEAN economies to develop their
potential by capitalizing on their comparative
strengths, which will then be expected to
provide impetus to regional economic growth.”
Other benefits include regional peace and
prosperity and balanced geopolitical influence.
A recent qualitative study concludes that the
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ASEAN countries should not miss out the
opportunities provided by China’s growth.®
Although MSR has been widely believed to
contribute to regional growth in Southeast
Asia, there has been little empirical analysis
on the MSR. We aim to bridge this gap in
the literature.

In the next section, we provide the method-
ologies on how investment and trade
benefits are measured. The data and
empirical results are also presented in the
next section.

Methodology

On the economic arena, we identify two
major pathways through which the benefits
from the MSR could be realized: (a) increas-
es in investments and (b) increases in
ASEAN-China trade. Successful
investments and trade expansions will then
give rise to economic growth among the
ASEAN countries as shown by the Keynesi-
an clause: Gross Domestic Product
(GDP)=C+|+G+X-M where C, | and G are,
respectively, household consumption,
business investment and government
expenditure, and X-M denotes net exports.
This equation implies that increases in GDP
and employment for each of the ASEAN
economies are primarily due to planned
increases in business and government
investment expenditures,® with substantial
injections directly from the various sources
of the MSR funds. In addition, increases in
GDP are also propelled by rises in net
exports (i.e. increases in exports and/or
decreases in imports). We know that
substantial investment funds from China

1 An, Gang, “Looking Back at Xi's Diplomacy - China moves from a 'low-profile' diplomatic outlook to a more engaged and globally conscious approach,” Beijing Review, Vol 57, No. 52, 25 December 2014, 15.

2 ASEAN is a regional organization of states in Southeast Asia that includes Indonesia, Malaysia, the Philippines, Thailand, Singapore, Brunei, Laos, Myanmar, Vietnam and Cambodia. From China’ s perspective,

the MSR will bring enormous political-economic benefits not only to China but also to the ASEAN states and the rest of the world (ROW).

3 Yang Shanping and Inmaculada Martinez-Zarzoso, “A panel data analysis of trade creation and trade diversion effects: The case of ASEAN-China Free Trade Area,” China Economic Review 29, 138-151, June

2014.

4 Estrada, G., Park, D., Park, |, and Park, S., “ASEAN’ s free trade agreements with the People’ s Republic of China, Japan, and the Republic of Korea: A qualitative and quantitative analysis,” ADB working

paper series on regional economic integration, No. 75, 2011.

5 Csilla Lakatos and Terrie Walmsley, “Investment creation and diversion effects of the ASEAN-China free trade agreement,” Economic Modeling, Vol. 29, No. 3, 766-779, 2012.

6 Zhao Hong, “China’ s New Maritime Silk Road: Implications and Opportunities for Southeast Asia,” Trends in Southeast Asia, Paper 3, Institute of Southeast Asian Studies, 2015.

7 See Yin Pumin, “A second wind for an ancient route - The 21st century Maritime Silk Road initiative is expected to bring benefits to countries and regions along the route,” Beijing Review, 5 February 2015,
http://www.bjreview.com/print/txt/2015-02/02/content_666547.htm, retrieved 4 November 2015.

8 Zhao Hong, “China’ s New Maritime Silk Road: Implications and Opportunities for Southeast Asia,” Trends in Southeast Asia, Paper 3, Institute of Southeast Asian Studies, 2015.




have already been reserved for the develop-
ments of ports, infrastructure, and a host of
other  MSR-related  projects.  These
investments, once approved and expended,
have been conjectured to increase ASEAN's
external trade with China wrought by the
expanded facilities and improved efficien-
cies. Increases in ASEAN'’s exports to and
imports from China are not just the outcome
of more and better ports and infrastructure,
but also the results of closer bilateral trade
arrangements, economic  cooperation,
efficient linkages of logistics infrastructure,
and a multitude of other regional agreements
made possible by the MSR that work to
boost ASEAN-China trade. The Keynesian
clause also shows that increases in exports
will directly raise GDP and employment in
the region. However, the extent of the
realizable economic benefits from the MSR
depends primarily on the success of the
MSR, for instance, how much investment
funds will actually be disbursed and how
successful will the funded projects be, and
how much regional trade that benefits both
ASEAN and China will successfully be
created (or diverted).

Empirical Findings
(1) Investment

ASEAN is a key starting point for the MSR
and a priority in China’s diplomacy with
neighborhood countries. Vast amounts of
investment funds have been earmarked for
the developments of ports, infrastructure,
transportation networks and other related
projects across the participating ASEAN
economies. Though the actual amounts of
money to be invested and the success rates
of the planned development projects are yet
to be seen, it is reasonable to expect
production and employment growth benefits
to be derivable from the investment-related
input expansions across the Southeast Asian
economies. The indirect effects from region-
al trade expansion are accruable from the
establishments of more and better (more
efficient) ports and infrastructure.

There are several sources of funds that
support the MSR-related investments. The
US$40-billion Silk Road Fund, backed by
China Investment Corporation, China
Development Bank, the Export-Import Bank
of China and State Administration of Foreign
Exchange, was launched in February 2015.
The AlIB, established in October 2014 and
operationalized since the end of 2015, helps
to finance construction and build infrastruc-
ture. The authorized capital of AllB will be
about US$100-billion, divided into 1 million
shares each having a par value of
US$100,000."° The Chinese government has
allocated approximately RMB$500-billion to
railway construction, RMB$123.5-billion to
road construction, RMB$116.7-billion to
airport construction, and RMB$170-billion to
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port construction. '

The Cambodian government has asked its
Chinese counterpart to provide funds under
MSR to finance the missing railway links from
Oudong district in Kampong Speu Province and
Snuol district in Kratie Province, to Loc Ninh in
Vietnam."”? The government of Indonesia has
invited Chinese firms to participate in Indone-
sia’s infrastructure development, which include
the constructions of 24 ports, 15 airports, 18
economic zones, and about 10,000 kilometers
of railway. During the visit of Indonesia’s
President Joko Widodo to Beijing in March
2015, he and Xi signed the Memorandum of
Understanding on the Cooperation on the
Construction of the Jakarta-Bandung High
Speed Railway. Xi pledged to enhance local
procurement for the US$ 16-billion project, a
move expected to create 40,000 jobs for
Indonesians each year from its inception.
Furthermore, China proposed to establish a joint
venture with Indonesia to manage the railway to
share risks and proceeds, to provide training in
high speed rail construction, operation and
management for Indonesian personnel, to assist
Indonesia in establishing factories to assemble
the necessary equipment as well as to transfer
technology, and to help Indonesia devise a
system of administrative standards in building
the railway.'®

Guangdong has plans to embark on several
projects, including a power plant in Vietnam,
banana plantations in Southeast Asia and an
oil-refinery in Myanmar. Brunei has shown
interest in a multi-billion dollar investment in an
ail refinery by the Hengyi Group and potential
cooperation in developing its Muara port by the
Guangxi Beibu Gulf Port Group. Besides, the
Fujian provincial government has announced
the setting up of a RMB 10-billion fund to
strengthen its economic and infrastructure
linkages with ASEAN.

(2) Trade

Export Growth

A major economic objective of the MSR is to
enhance trade between China and the ASEAN
countries. This can be indirectly achieved by
improving ports, transportation network and
infrastructure in the region, but directly attained
via bilateral trade agreements by forging closer
economic ties and integration between China
and the ASEAN countries. Huge ASEAN-China
trade expansion coupled with trade expansion
of ASEAN and China with ROW are potentially
derivable from the MSR initiative. The immense
benefits from trade are perceived to be a major
incentive driver of the MSR. Our results show
that ASEAN's countries have increasing
preferences for trade with China as indicated by
the impressive growth rates of exports from
ASEAN to China. We show that ASEAN'’s
exports to China grew at double digits per
annum over the last 10 years. Increasing
efficiencies in trade between the ASEAN

countries and China were conjectured to
propel the export growth in the region.

Net Export Trade

We find that ASEAN'’s net exports to China
were generally negative while its net exports
to ROW were generally positive. These
show that ASEAN countries were generally
experiencing trade deficits with China but
trade surpluses with ROW over the past five
years (since ACFTA was implemented). We
replicate the above by examining ASEAN’s
exports to China as well as ASEAN’s
exports to their major trading partners such
as the US and Japan. Our results also point
generally to ASEAN'’s trade deficits with
China but trade surpluses with the US and
Japan.

Export Shares

We present additional results that project
changes in the shares of ASEAN countries’
exports to China vis-a-vis ROW (showing
the relative importance of ASEAN trade with
China versus ASEAN trade with ROW). Our
results show (a) that the absolute size of
ASEAN countries’ export shares to China
were generally small and (b) that their
export shares to China had not been
increasing noticeably over the period 2001
to 2014 (except for Laos, which happens to
be the least maritime among the 10 ASEAN
countries). It is of interest to observe that
shares of exports to China (vis-a-vis ROW)
remain more or less constant for most of the
ASEAN countries since the inauguration of
ACFTA in 2010. Again, we replicate our
analysis by looking at the relative
importance of ASEAN’s exports to China
versus the importance of ASEAN’s exports
to the US and Japan, which are among their
largest trading partners. The results remain
robust even after ROW is disaggregated
into the two large trading blocs for ASEAN.

Conclusion

In our economic analysis, MSR is found to
target increasing investment and trade.
Indeed, the whole purpose of the MSR for
China is to convince its maritime neighbors
that the more China grows, the more it will
create development opportunities for them.
We find that GDP and employment growth
for a participating country can be driven by
higher ~ business and  government
investments in constructions of ports and
other infrastructure. Furthermore, we also
acknowledge that improvements in logistics
infrastructure and economic integration
may also help to increase the volumes of
ASEAN-China trade.

Note: The Chinese version was translated
from the English original with the help of
Yeung Chau Sing.

9 Household consumption will also rise subsequently due to the multiplier effects of the investments. See Thomas J. P. Voon and Lok-sang Ho, “Economic Benefits from Logistics Infrastructural Investments:

The Case of Hong Kong,” Nova Science, 2001.

10  http://www.aiib.org/uploadfile/2016/0202/20160202043950310.pdf
11 http://history.people.com.cn/peoplevision/BIG5/n/2015/0413/c395392-26835667.html/

12 Thearith Leng, “Navigating the Maritime Silk Road: Cambodia’ s foreign policy options with China,” May 2015, http://www.policyforum.net/navigating—the-maritime-silk-road/#sthash.merGyNUJ.dpuf,

retrieved 20 September 2015.

13  Beijing Review, “Let the Bullet Trains Fly Will China be able to outstrip Japan's established railway technology in the race for the Indonesian market?” 3 September 2015,
http://proxy.library.In.edu.hk:2061/pqrl/docview/1708446757/7CASEBEAA10B46E9PQ/9?accountid=12107, retrieved 20 September 2015.
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Pan Sutong Shanghai-Hong Kong Economic Policy Research Centre co-organised the 8th Shang-
hai-Hong Kong Metropolitan Development Seminar
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(From left) Mr. Bankee KWAN,
Mr. ZHENG Yang, Prof. LI Lu, Mr.
PAN Sutong, Mrs. Rita FAN Hsu
Lai-tai, Mr. SHA Hailin, Ms.
CHOU Hong, Mr. John TSANG
Chun-wah, Mr. YING Yong, Prof.
LIN Yifu, Mr. Andrew YAO, Prof.
K C CHAN, Mr. ZHAO Weixing,
President CHENG, Mr. TSE
Yung-hoi, joined their hands in
officiating the opening ceremo-

ny.
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Prof. LIN Yifu (centre) joined a
discussion session hosted by Dr.
ZHENG Yang (left) and President
CHENG (right) after Prof. LIN gave a
speech about “Free Trade Zone”.

The 8th Shanghai-Hong Kong Metro-

politan Development Seminar
co-organised by Lingnan University’s
Pan Sutong Shanghai-Hong Kong
Economic Policy Research Centre,
Hong Kong-Shanghai Economic Devel-
opment Association and Shanghai
Chinese Overseas Friendship Associa-
tion was held on 24 November with
some 500 participants.

The theme of the Seminar was “The
New Financial Era: Its Opportunities
and Challenges”. President Leonard K
CHENG chaired the Seminar’s keynote
speech session, with government
officials and renowned figures in the
financial sector from Mainland and
Hong Kong as keynote speakers. They
include Dr. ZHENG Yang, Director of
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Prof. WEI Xiangdong, one of the
keynote speakers of the Seminar,
shared the research findings of the
PSEC.

Shanghai Municipal Office of Financial
Services who spoke on “The Broad
Prospect of Financial Cooperation and
Development between Shanghai and
Hong Kong”; Prof. K C CHAN, Secretary
for Financial Services and the Treasury of
the HKSAR Government who presented
on “China’s Financial Reform and Hong
Kong'’s Opportunities”; and Prof. Justin LIN
Yifu, former Senior Vice President and
Chief Economist of the World Bank and
Honorary Dean of National School of
Development at Peking University who
elaborated on “Free Trade Zones and
Reform and Opening of China’s Econo-
my”. Pan Sutong Shanghai-Hong Kong
Economic Policy Research Centre also
presented three research reports related
to the Shanghai-Hong Kong Stock
Connect, internationalisation of Renminbi
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and Renminbi offshore markets.

Mr. John TSNAG Chun-wah, Financial
Secretary of the HKSAR Government;
Mr. YING Yong, Deputy Secretary of
the Shanghai Municipal Committee;
Ms. CHOU Hong, Deputy Director of
the Liaison Office of the Central
People’s Government in the HKSAR
(LOCPG); Prof. Justin LIN Yifu, Honor-
ary Dean of the National School of
Development at Peking University; Mr.
SHA Hailin, President of the Shanghai
Chinese Overseas Friendship Associa-
tion; Prof. LI Lu, Director-General of the
Department of Educational, Scientific
and Technological Affairs of LOCPG
and President Leonard K CHENG were
invited as officiating guests at the
Seminar’s opening ceremony.
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Scholars and PhD students from the Centre for Studies of Hong Kong, Macao and Pearl River Delta
of Sun Yat-sen University visited Lingnan University for academic exchange
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The delegation of PSEC and SYSU
visited Hong Kong Exchanges
and Clearing Limited
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The delegation also visited the
City Gallery.
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Professor ZHANG Guangnan of Sun
Yat-sen University (SYSU) led a team
of teachers and students from the
University’s Centre for Studies of Hong
Kong, Macao and Pearl River Delta
and Collaborative Innovation Center
for the Cooperation and Development
of Hong Kong, Macao and Mainland
China to visit Lingnan University from 9
to 11 December 2015.

In order to introduce the latest devel-
opment of Hong Kong’s financial
market and its urban planning to our
guests, the Pan Sutong Shang-
hai-Hong Kong Economic Policy
Research Centre (PSEC) arranged a
visit to the Hong Kong Exchanges and
Clearing Limited and City Gallery.
Following the visit, two meetings were
held for the economic scholars and
the research postgraduate students
from SYSU and Lingnan University to
exchange ideas and experiences in
their research works. Prof. Joshua
MOK Ka-ho, Vice President of Lingnan
University; Prof. WEI Xiangdong, Dean
of Faculty of Social Sciences and
Director of PSEC of Lingnan Universi-
ty; Professor LIN Ping, Head of
Department of Economics; Prof. HO

lok-sang, Consultant and Senior
Research Fellow of PSEC; and a
number of staff and postgraduate
students in the Department of
Economics of Lingnan University
participated in the meetings.

Prof. WEI Xiangdong said he was

delighted with the academic
exchange between the two univer-
sities, which would enhance mutual
understanding, foster collabora-
tion, and benefit the research effort.
Prof. ZHANG Guangnan of SYSU
remarked that the academic
exchange was research student
oriented, offering students a great
opportunity to get familiar with
Lingnan University’s Liberal Arts
Education to establish research-re-
lated links.  Since this kind of
programme, combining site visits
with research collaboration and
exchange of ideas, will surely boost
students’ enthusiasm in research
and knowledge, similar activities
should be organized in the future.
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Prof. ZHANG Guangnan (front
row 2nd from left), Prof. Joshua
MOK Ka-ho (front row centre),
Prof. HO lok-sang (front row 2nd
from right), Prof. WEI Xiangdong
(front row 1st from right), Dr.
CHOW Man-kong (second row
2nd from right), the economic
scholars and the research
postgraduate  students  from
SYSU and Lingnan University
took a picture after the sharing
session.
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