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This Week in China

Foreign Banks Shift
Focus to 2" Tier Cities

JPMorgan opened its first
corporate banking branch
in Chengdu last week and
joined the increasing
number of western finan-
cial institutions expanding
their presence to ChinaO:

second-tier cities.  The
decision by the US
financial services group
highlights  the  moves
being made by a number
of foreign banks in a
widespread  effort to

expand their footprint on
the mainland. As of late,
these foreign banks have
shifted their focus to
opening  branches in
western China to service
the ever expanding
number of flagship do-
mestic and global com-
panies operating in the
region. This signifies a
shift from the previous
concentration on oper-
ations in branches based
in  prosperous eastern

Chinese first tier cities
such as Beijing and
Shanghai.

Standard Chartered, Citi-
group, and HSBC are
among eight foreign banks
to have opened a branch
in Chengdu, while Ernst &
Young and KPMG are
among the professional
services firms with offices
in the city. The initial focus
of JPMorgan in the
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Chengdu branch will be to
offer the bankOs corporate
loans and cash manage-
ment services to foreign
and domestic companies.

Gaby Abdelnour, chief
executive of JPMorgan
Asia Pacific, released a
statement saying, OThe
opening of the Chengdu
branch is part of our
strategy to operate in the
key economic centers in
China. Many of our
international clients now
operate in the city and we
want to service their
growing needs for
treasury services as well

other products. We also
aim to develop our
business with Chinese

enterprises based there.O

According to the Financial
Times, OChengdu, the
capital of ChinaOs Sichuar
province, has experienced
huge economic growth in
recent years because of
an expansion of local
enterprises and  rising
foreign direct investment,
which last year doubled to
$2.2 billion from a year
earlier. A central govern-
ment drive to develop
western China by
encouraging large state
enterprises to expand in
the region has also
benefited Chengdu, a city
of 11 million people where
living costs and wages are
a fraction of those in
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Beijing or Shanghai.O

In the first half of this year,
Chengdu's GDP  has
increased by 14.3 percent,
far higher than ChinaOs
national GDP growth of
7.1 percent and first-tier
city Shanghai®s  GDF
growth of 5.6 percent.

Chengdu® economic
success is emblematic of
the success of other
second-tier cities in China.
Neighboring city Chong-
ging for example, with a
registered population of
over 32 million people,
generated GDP growth of
over 12.6 percent in the
first half of 2009. It is
inevitable that more and
more investors and
financial institutions will
shift their focus to second-
tier cities in the future.

ARC China has been
focused on the opportunity
that lies within ChinaQ:s
second-tier cities since
inception and we are
highly  optimistic  that
growth in these cities will
continue to outpace the

first-tier cities that
currently  receive  the
greatest amount of
attention.

o [Roren_

Adam Roseman,
Founder & CEO
ARC China




This Week in China (contOd)

China Remains Most
Attractive Country for
Foreign Investment

China remains the most
attractive country for for-
eign capital, despite the
country's foreign direct
investment declining for
the past ten months.

"China has been the top
destination for foreign
capital for 17 consecutive
years,” Wang Chao,
assistant commerce mini-
ster, said at the World
Capital Forum in Xiamen,

China’s Economic
Growth Continues to
Accelerate

China®s  economy is
showing fresh signs that
its recovery is gathering
pace, with data showing
that investment, industrial
output and credit all
expanded more rapidly in
August.

Increases in output and
investment  both  beat
analystsO forecasts anc
followed a series of
figures in  July that
suggested the recovery
might be weakening. The
one exception was on the
trade front, where the
decline in exports and
imports compared with the
year before was sharper
than expected.

Qhe further signs of
strengthening private
investment and consumer
spending reinforce our
view of a growth recovery
that is to be sustained,C
said Peng Wensheng,
economist at Barclays

east China's Fujian pro-

vince.
A report released by
UNCTAD showed that

China stands first on the
list of five most attractive
destinations for foreign ca-
pital, followed by the
United States, India, Bra-
zil, and Russia.

The country has received
$48.3 billion of foreign
direct investment from
January to July this year,
down 20.3 percent over
the same time last year

Capital.

The robust August
numbers will intensify the
debate about when Beijing
should begin withdrawing
some of the huge fiscal
and monetary stimulus
measures it has put in
place since the end of last
year.

Speaking at the meeting
of the World Economic
Forum in Dalian this week,
Wen Jiabao, the premier,
ruled out any early change

of course.
@hinads economi
rebound is unstable,

unbalanced and not yet
solid,OMr. Wen said. OWe
can not and will not
change the direction of
our policies when the
conditions arenO
appropriate.O

New bank loans came in
at RMB 410.4 billion in
August, compared with
RMB 355.9 billion the
month before and RMB
271.5 billion in August
2008.
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amid a global economic
downturn. The country's
prospects for overseas
investment remains optim-
istic as it will simplify
examination and approval
procedures toward foreign
investors. It will also guide
foreign investment to the
high technology industry,
advanced manufacturing
industry, and  energy
saving and environment
protection industries, in a
bid to optimize investment
structures.

Source: Xinhua News

Real GDP Growth by Country
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Industrial output expanded
by 12.3 per cent from a
year earlier, the fastest

Source: Goldman Sachs; Euromonitor

pace in 12 months, after a
10.8 per cent increase in
July b although production
in August last year was
held back by Olympics-
related factory closures.
Fixed-asset investment
rose 33 per cent on the
year, nearly flat with JulyO:
growth.

Deflationary pressures
eased, with consumer
price inflation falling 1.2
per cent in  August,

compared with a 1.8 per
cent drop in July.

August exports fell 23.4
per cent from a year ago,
though shipments rose to
a seasonally adjusted 3.4
per cent from July. A
widened drop in imports
led to a monthly trade
surplus of $15.7 billion, up
from $10.6 billion in July.

Source: Financial Times
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Industrial output expanded by 12.3
per cent from a year earlier, the
fastest pace in 12 months, after a
10.8 per cent increase in July.
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This Week in China (contOd)

China Alarmed By US
Money Printing

Cheng Siwei, former vice-
chairman of the Standing
Committee and now head
of China's green energy
drive, said Beijing was
dismayed by the Fed's
recourse to "credit eas-

ing".

"We hope there will be a
change in monetary policy
as soon as they have
positive growth again,” he
said at the Ambrosetti
Workshop, a policy
gathering on Lake Como.
If they Kkeep printing
money to buy bonds it will
lead to inflation, and after
a year or two the dollar
will fall hard. Most of our
foreign reserves are in US
bonds and this is very
difficult to change, so we
will diversify incremental
reserves into euros, yen,
and other currencies,” he
said.

China's reserves are more
than $2 trillion, the world's
largest. "Gold is definitely
an alternative, but when
we buy, the price goes up.
We have to do it carefully

China Opens the Door to
Foreign Listings

Beijing will finally start
allowing foreign com-
panies to list in China,
reflecting its ambitions to
open up the countryO:
financial sector and
transform Shanghai into
an international financial
centre.

@ think some time early
next year we will have one
or two foreign companies

SO0 as not to stimulate the
markets,” he added. The
comments suggest that
China has become the
driving force in the gold
market and can be
counted on to buy
whenever there is a price
dip, putting a floor under
any correction.

Mr. Cheng said the Fed's
loose monetary policy was
stoking an unstable asset
boom in China. "If we
raise interest rates, we will
be flooded with hot
money. We have to wait
for them. If they raise, we
raise. "Credit in China is
too loose. We have a
bubble in the housing
market and in stocks so
we have to be very
careful, because this
could fall down."

Mr. Cheng said China had
learned from the West that
it is a mistake for central
banks to target retail price
inflation and take their eye
off assets. "This is where
Greenspan went wrong
from 2000 to 2004," he
said. "He thought
everything was alright
because inflation was low,

listed on the Shanghai
Stock Exchange,O said

Fang Xinghai, director-
general of the Shanghai
governmentOs Financia

Services Office.

MYery likely, the Shanghai
Stock Exchange will get
an international board,
and [foreign companies]
would be subject to a
different set of listing
rules, which would suit
foreign companies and
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but assets absorbed the
liquidity."

Mr. Cheng said China had
lost 20 million jobs as a
result of the crisis and
advised the West not to
over-estimate the role that
his country can play in
global recovery. China's
task is to switch from
export dependency to
internal consumption, but
that requires a "change in
the ideology of the
Chinese people” to
discourage excess saving.
"This is very difficult”. Mr.
Cheng said the root cause
of global imbalances is
spending patterns in US
(and UK) and China.

"The us spends
tomorrow's money today,"
he said. "We Chinese
spend today's money
tomorrow. That's why we
have this financial crisis.”
Yet the consequences are
not symmetric. "He who

goes borrowing, goes
sorrowing," said Mr.
Cheng. It was a quote

from US founding father
Benjamin Franklin.

Source: UK Telearaph

which would also make
sure that there will be
adequate information for
Chinese investors.O

The market regulator
controlled by the central
government must sign off
on the decision. But Mr.
Fang said this was Othe
likely outcomeO.

Source: Financial Times
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“If they keep printing money to buy
bonds it will lead to inflation, and
after a year or two the dollar will fall
hard. Most of our foreign reserves
are in US bonds and this is very
difficult to change, so we will
diversify incremental reserves into
euros, yen, and other currencies.”



This Week in China (contOd)

China ‘On Course’ to
Meet Emissions Targets

China is on track to meet
ambitious  targets  for
moderating  greenhouse
gas emissions, according
to an independent report.

E3G, the climate change
think-tank that published
the report, said that
reforestation and a low-
carbon transport sector,
alongside improvements
in energy efficiency and
investments in renewable

power, had put the
country on a considerably
lower trajectory of
greenhouse gas

emissions than would be
expected under Obusiness
as usualO.

@hina has made
significant headway,Osaid
Matthew Findlay, program
leader at E3G. OBut it mus
meet the targets in its five-

year plan and toughen
those policies in future
plans.O

E3G measured national
wealth per unit of carbon
emission to find out which
countries would be most
competitive under carbon
limits.

Its finding suggests that, if
China continued at this
pace of improvement, it
would be able to meet the

Wheel of Fortune Turns
as China Outdoes West

China has emerged as the
most significant winner
from the financial and
economic crisis. At the
end of 2008, many
questioned whether China
would achieve its growth
target of 8 per cent in
4

demands of developed
nations at the Copen-
hagen talks in December,
which are intended to
forge a new international

agreement on climate
change.
Rich countries want

emerging economies such
as China and India to take
measures to, for instance,
improve  efficiency  of
power generation and
encourage development
of renewables. Only if
such measures are
agreed will rich countries
provide funds to help
poorer nations cut
emissions and adapt to
the effects of climate
change.

Beijing is already taking
such measures under its
five-year economic plan.

ChinaOs carbon dioxide
output is likely to be 40
per cent higher in 2020
than today, because of its
expected economic
growth. But emissions
would rise twice as fast if
China pursued the high-
carbon economic growth
of the past.

The  Ocarbon  dioxide
intensity of GDPO in Chine
will halve in the next
decade. This means
China will be able to curb
the growth of its emissions

2009. Who now dares to
do so?

Cushioned by its more
than $2,100bn (!1,440bn,
£1,260bn)  of  foreign
currency reserves, huge
trade and current account
surpluses and a robust
fiscal position, Beijing has
been able to deploy all its
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between now and 2020 to
the extent necessary to
hold global temperatures
to no more than 2iC
above pre-industrial lev-
els. Such a temperature
rise is regarded as the
limit of safety, beyond
which the effects of
climate change become
catastrophic and irrevers-
ible.

However, the E3G
analysis also pointed to a
possible problem in that
ChinaOs rate of emission:
reduction per unit of GDP
growth slowed from 2000
to 2005, before recovering

from 2005, owing to
improvements in energy
efficiency.

Mr. Findlay warned that
China must invest in low-
carbon infrastructure,
including transport, hous-
ing and industry, in order
to avoid locking in high-
carbon growth for
decades to come.

G20 leaders meet at a
summit on September 24-
25 in Pittsburgh to help
steer the global economy
out of recession, and will
also discuss ways to
finance the fight against
climate change.

Source: Financial Times

levers over the financial
system and the economy.

Meanwhile, as one senior
Chinese participant at the
World Economic Forum's

annual meeting of "the
new champions”, in
Dalian, noted, "the

teachers have made big
mistakes".
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The “carbon dioxide intensity of
GDP” in China will halve in the next
decade. This means China will be
able to curb the growth of its
emissions



This Week in China (contOd)

Indeed, any visitor to Asia
will recognize the west's
reputation for financial and
economic competence is
in tatters, while that of
China has soared. The
wheel of fortune is turning.

Three immediate quest-
ions arise. How has China
responded to the crisis? Is
its resurgent  growth
sustainable? How far will
its recovery help the world
economy?

The answer to the first
question is: astonishingly.
According to data reported
at the end of last week,
industrial output expanded
12.3 per cent in the 12
months to August, up from
a 10.8 per cent increase in
July. This is the fastest
growth for a year.

Behind this is growth of
bank credit at close to 30
percent, year-on-year,
since March 2009. It is no
surprise, then, that fixed-
asset investment has also
been growing at over 30
per cent, year-on-year,
since March and by 33 per
cent in the year to August.
Year-on-year growth for
the second quarter of
2009 was 7.9 per cent, up
from 6.1 per cent in the
first quarter. Third-quarter
figures seem sure to be
higher still.

The expectation now is
that China will achieve the

China’s Stimulus

It has become a clichZ to
observe that China will
save itself before it saves
the world. But an analysis
of where its stimulus is
actually going shows how

8 per cent target by a
comfortable margin. In
February, March and April
of this year, the
consensus forecast of
China's growth was "only"
7 per cent. By August, this
was up to 8.3 per cent,
with a further 9.3 per cent
expected in 2010.

Is this growth surge
sustainable? In a word,
yes. Inevitably, the torrid
growth of bank credit and
money is spilling over into
asset prices, particularly
equities. But there is little
danger of  excessive
inflation in an economy
with  an  appreciating
currency, fully embedded
in a world economy still
threatened more by
deflation than by inflation,
at least in the near term.
Moreover, the government
is solvent. As premier
Wen Jiabao noted in
Dalian, "we kept budget
deficit and government
debt at around 3 per cent
and 20 per cent of the
GDP respectively". Should
bad loans increase, China
is well able to recapitalize
its financial system.
Concern should be with
whether the growth
pattern is desirable. In his
speech, Mr. Wen stressed
the breadth of the stimulus
package. But its driving

force remains: fixed
investment. This carries
true this is.

The historic generators of
ChinaOs wealthb and thus
its main beneficiaries B
have been the coastal
economies, many of them
export-dependent. Gross
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three risks: it is likely to
exacerbate excess cap-
acity, generating a need
for still greater stimulus
spending or a surge in
exports; it may prove less
than ideal for job creation;
and may thwart a shift
towards a more con-
sumption-driven economy.

Finally, however success-
ful China is in promoting
domestic demand, it will
not be the locomotive for
the world economy. True,
China's merchandise
trade surplus has indeed
been narrowing: it was
$35bn in the second
quarter, 40 per cent lower
than a year earlier.
China's current account
surplus is also shrinking: it
may be down to 6 per cent
of gross domestic product
this year, from 11 per cent
in 2007.

Yet, since it still only
generates some 8 per
cent of world output,
China is too small to act
as the world's locomotive.
Even halving its external
surplus would add only
0.4 per cent to aggregate
demand in the rest of the
world.

China’'s response to this
crisis is significant. It has
prospered, while ad-
vanced countries flound-
ered. China has noticed.
So must its partners.

Source: Financial Times

domestic  product per
capita in Tianjin province,
neighboring Beijing, is six
times greater than in
landlocked Guizhou, to
the south-west. But since
the Asian crisis a decade
ago, the government has
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The expectation now is that China
will achieve the 8 per cent target by
a comfortable margin. In February,
March and April of this year, the
consensus forecast of China's
growth was "only" 7 per cent. By
August, this was up to 8.3 per cent,
with a further 9.3 per cent expected
in 2010.



This Week in China (contOd)

tried to spread the butter
more evenly. Western
ChinaOs growth in fixe
asset investment started
to exceed that of the east
in 2004 (32 per cent
versus 28). The $586bn
stimulus package, largely
financed by banks and
local governments, has
expanded that gap: in the
first half, fixed investment
grew 42 per cent in the
west, 24 in the east.

There is no precise
breakdown of stimulus
spending by geography.
But $366bn falls under the
heading of infrastructure
and post-quake recovery;
another $113bn under

US Tire Duties Spark
Reaction in China

A full-blown trade row
erupted between the US
and China after Beijing
accused Washington of
Orampant  protectionism
for imposing heavy duties
on imported Chinese tires
and threatened action
against imports of US
poultry and vehicles.

Trade relations between
two of the worldOs bigges
economies  deteriorated
after Barack Obama, US
president, signed an order
last week to impose a new
duty of 35 per cent on
Chinese tire imports on
top of an existing 4 per
cent tariff.

In his first big test on
world trade since taking
office in January, Mr.
Obama sided with
AmericaOs trade unions
which have complained
that a Osur@O in imports o
Chinese-made tires had

6

public housing and rural
development. Only a small
slice b $54bn to stimulate
Otebnological innovationC
b seems to explicitly favor
developed regions. Output
in 12 western provinces
grew an aver-age 8 per
cent in the first half b a
whole percentage point
better than 11 provinces in
the east.

This structural shift was
evident in first-half figures
from  ICBC,  ChinaQ:
largest commercial lender.
Its year-on-year percent-
age increase in operating
income in the Yangtze
and Pearl river deltas fell,
but rose in central and

caused 7,000 job losses

among us factory
workers.

Chen Deming, China0:s
minister of commerce,

condemned the decision,
saying that it Osends the
wrong signal to the worldC
at a time when
Washington and Beijing
should be co-operating to
deal with the worst
economic and financial
crisis in decades.

Ohis is a grave act of
trade protectionism,O Mr.
Chen said in a statement.
ONot only does it violate
WTO rules, it contravenes
commitments the United
States government made
at the [April] G20 financial
summit.0

China said it would now
investigate imports of US
poultry and  vehicles,
responding to complaints
from domestic companies.

The US warned Beijing
against taking retaliatory
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western regions. In short,
China would rather
finance roads in Chengdu
than sweatshops in
Guangdong. Many private,
export-led companies in
coastal areas, lacking
collateral in the form of
land or government
relationships, are  still
struggling for funds. Trade
data on Friday showed
exports and imports falling
for the 10th month, year-
on-year. Weak external
demand is not the only
cause; this is an
unabashed internalization
of growth.

Source: Financial Times

action. ORetaliation woulc
be inappropriate, as the
United States acted
entirely within the bounds
of trade laws and within
the safeguard provision
that China itself agreed to
upon accession to the
World Trade Organiz-
ation,O said an official frorr
the Office of the United
States Trade Represent-
ative.

US officials said they were
scrutinizing the export of
poultry and vehicles, but
said any action in
retaliation by China could
result in a complaint by
the US to the WTO.

The dispute comes less
than a fortnight before Mr.
Obama is due to host
world leaders at a summit
of G20 nations in
Pittsburgh and ahead of
his planned visit to China
in November.

Source: Financial Times
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Output in 12 western provinces
grew an aver-age 8 per cent in the
first half — a whole percentage point
better than 11 provinces in the east.



Alternative Energy

Chinese Solar Plant
Expected To Be The
Biggest in the World

First Solar, which makes
more solar cells than any
other company, struck a
tentative 10-year deal to
build what may become
the largest solar field in the
world in China's vast
desert north of the Great
Wall. The project would
eventually  blanket 25
square miles of Inner
Mongolia with a sea of
black, light-absorbing
glass.

First Solar announced the
deal after signing a
"memorandum of under-
standing"” with Wu
Bangguo, chairman of the
Standing Committee of the
Chinese National People's
Congress.

The solar field would dwarf
anything in operation in
the U.S. or Europe. At 2
gigawatts, or 2 billion
watts, the solar plant could
pump as much energy
onto China's grid as two
coal-fired plants, enough
to light up three million
homes.

"The potential is enor-
mous" for projects like this

in  China, CEO Mike
Ahearn said, "the Chinese
government is  further
along in its thinking about
solar than we've
imagined."

Ahearn said it would be

nearly impossible to install
a solar field of this size in
the United States. There's
plenty of land, but there's
not enough near trans-

mission lines. And efforts
to build new power lines
are regularly stymied by
competing interests from
government agencies, en-
vironmental groups and
disgruntled residents.

In contrast, China has des-
ignated a region within the
country for renewable
energy production and
transmission. It also has
promised to guide First
Solar through the approval
process and make it
profitable.

First Solar will see added
expenses as it builds in
China, but those costs
likely will be offset by
government subsidies.

In addition, First Solar will
benefit by gaining access
to China's cheap labor and
what may become the
biggest solar market in the
world. By building in
China, First Solar will be
able to push the cost of its
solar panels even lower.

Ahearn said a system like
this would cost $5 billion to
$6 billion if it were built in
the U.S., though it likely
would be cheaper using
lower-cost Chinese labor.

First Solar plans to make
money by selling the plant
to a local operator, but it
won't be able to estimate
its profit until China deter-
mines the size of its sub-
sidy for solar energy. The
country is expected to
offer a "feed-in tariff,"
which would require utili-
ties to buy solar energy at
a fixed price for a set
number of years.
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First Solar spent the past
few months searching for
partners in China, culmin-
ating with its 2-gigawatt
deal in Inner Mongolia.
Like the U.S., China has
taken aggressive steps to
move away from fossil
fuels. It located the First
Solar plant in Ordos, a
gritty industrial city of 1.4
million people that is the
main production base for
China's largest coal
company.

The project hasn't been
given an exact location
yet, but the agreement
said it will be located
within a massive develop-
ment zone that is expected
to eventually offer nearly
12 gigawatts of renewable
energy from wind, solar,
biomass and hydroelectric
power. First Solar will
provide most of the solar,
with the first 30 megawatts
installed by June 1, 2010.
The company will expand
the plant over the next
decade, installing about 27
million thin-film panels by
20109.

First Solar also is building
solar farms in California
and New Mexico, but
Ahearn said he expects
Asia to be home to the
biggest solar plants for
some time.

"There's an advantage to
planning this from the top,"
Ahearn said. "The speed
and execution advantage
is in China."

Source: MSN News
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Total Clean Tech VCIPE
Investment in China
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Source: Zero2IPO

"The potential is enormous"” fol
projects like this in China, CEC
Mike Ahearn said, "the Chinese
government is further along in its
thinking about solar than we've
imagined.”



China Retail Sales
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Wonths of stronger than expected
jrowth in auto sales look likely to
>atapult China to top position as the
vorld's biggest auto market in
2009, ahead of the US.

Consumer / Retall

Cosmetics Firm Expands
in China

US cosmetics magnate
Elizabeth Arden Inc. is
expanding its makeup and
skin care counters to
China's second-tier cities,
even as it penetrates
deeper into existing mar-
kets in more affluent cities
such as Beijing and
Shanghai.

"We have gone to all the
key cities in China and are
already in some second-
tier cities, where we think
consumers have a need
for prestige beauty pro-
ducts,” said Sebastian
Clifton-Welker, the Asia
Pacific & Oceania market-
ing director for Elizabeth

China Auto Sales In-
crease 90% Year on Year

Chinese car sales rose 90
per cent year on year in
August amid signs that tax
cuts and subsidies from
Beijing have engineered a
broad-based recovery in
consumer confidence that
could propel China to
record vehicle sales of
12m this year.

Months of stronger than
expected growth in auto
sales look likely to catapult
China to top position as
the world's biggest auto
market in 2009, ahead of
the US.

August's 90 percent year-
on-year rise was magnified
by a weak August 2008,
when the Beijing Olympics
and the onset of the global
financial crisis depressed
sales by 6.2 per cent, the
first decline in three years.
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Arden International.

Even though they lack the
disposable income  of
consumers in first-tier
cities and have not been
as exposed to Western
lifestyles, Elizabeth Arden
hopes its testing counters
will allow new customers
to try out the company's
cosmetics products.

Elizabeth Arden already
has established locations
in 77 cities. The company
has 150 beauty counters,
which they plan to expand
to 200 in 2010.

The numbers and expan-
sion plans are impressive
given that Elizabeth Arden
joined the Chinese market

But after a brief slump in
sales in the third quarter of
2008, Chinese car sales
have gone from strength to
strength, repeatedly sur-
prising Chinese and
foreign carmakers manu-
facturing in China and
leaving dealerships short
of vehicles to sell to
increasingly large numbers
of customers.

Passenger car sales in
August rose to 858,300,
compared with 451,300
vehicles sold a year
earlier.

Full-year passenger car
sales could reach 7.3
million, up 30 percent year
on year. Beijing jump-
started a sales boom in
inland provinces by
introducing tax breaks and
subsidies in January.

But the past two to three
months - traditionally the
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only in late 2005, much
later than other inter-
national cosmetics brands
such as Estee Lauder,
Lancome, Chanel and
Dior.

Like many of its competi-
tors, Elizabeth Arden is
now focusing on China as
a growth market, Clifton-
Welker said.

The report "Cosmetics
and Toiletries Market in
China" from the market
research firm RNCOS
stated that China's skin
care market is expected
to grow 125 percent
annually from 2008
through 2012.

Source: China Daily

low season for Chinese
auto sales - have seen a
more broad-based re-
covery in consumer confi-
dence that has boosted
sales in eastern provin-
ces, which are beginning
to recover from the slump
in exports precipitated by
the global economic
crisis.

Demand for larger cars,
which do not benefit from
tax breaks targeted at
vehicles under 1.6 litres,
has also recovered.

The booming Chinese car
market has been good
news for automakers such
as General Motors, which
recently forecast sales of
its Chinese joint ventures
could rise by 40 per cent
this year after more than
doubling year on year in
August.

Source: Financial Times



Recent Transactions

Shandong Steel
67% of Rizhao

Buys

Shandong Iron and Steel
Group, a state-owned mill
in northeast China, will buy
control of a private-sector
rival as the provincial
government consolidates
the steel industry.

Shandong Steel and
Rizhao  Steel Holding
Group have agreed to
form a new venture.
Shandong Steel will pay
cash for a 67 per cent
stake, with the amount to
be decided after an
evaluation of  assets.
Rizhao, founded and con-

trolled by bilionare Du Loors han Shandong output to be the third
Shuanghua, will take the Steel's Laiwu and Jinan largest in China. Total Venture Capital Investment
remaining 33 percent Sweel units, and Rizhao will - source: China Daily in China (2006 - 2008)
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China Railway Acquiring
Stakes in 2 Australian
Iron Ore Firms

China Railway Materials
Commercial Corp. has
agreed to pay A$39.8
million ($34 million) to buy
stakes in two Australian
iron ore explorers to se-
cure supplies.

State-owned China Rail-
way agreed to buy an 11.4
percent stake in United
Minerals Corp and a 12

stake by injecting assets
into the venture, according
to a Hong Kong stock
exchange filing by Kai
Yuan Holdings Ltd, which
owns stakes in three units
of Rizhao.

The takeover is part of a
plan by Shandong provin-
cial government to consoli-
date local steel industry,
one of China's largest.
Shandong  Steel was
formed by the merger of
the state parents of Laiwu
Steel Corp and Jinan Iron
and Steel Co, both listed in
Shanghai.

"Rizhao has better profit

percent stake in FerrAus
Ltd, the two Australian
companies said in sepa-
rate  statements. Both
agreements include talks
for sales accords with
Beijing-based China Rail-
way for future ore output.

China, the world's biggest
iron ore buyer, has been
investing in Australia to
secure supplies as steel
demand surges.

In a separate move, China
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be Shandong Steel's most
profitable segment after
the restructuring,” Jinan
Daily said.

The venture will build a
new steel mill with an
annual capacity of 20
million tons in Rizhao, a
port city, according to Kai
Yuan.

Rizhao  produced 7.5
million tons of steel last

year, according to the
World Steel Association,
while  Shandong Steel

produced 22 million tons.

The combination would
boost Shandong Steel's

Guangdong Nuclear
Power Holding Co Ltd has
agreed a takeover bid for

Australian uranium  ex-
plorer Energy Metals.
Under the deal, the

Chinese firm will buy up to
70 per cent of Energy
Metals for A$1.02 per
share and underwrite a 1-
for-9 rights issue by the
Australian firm at 90 cents
a share.

Source: China Daily
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