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African swine fever is predicted to kill as many as 200 million pigs in China this
year, according to estimates by Dutch analysts, Rabobank. The disease is
highly contagious and nearly 100% fatal for the animals. China normally raises
around 700 million pigs a year. Deaths due to infection or culling could shrink
its pig population by nearly a third by the end of the year.


https://research.rabobank.com/far/en/sectors/animal-protein/rising-african-swine-fever-losses-to-lift-all-protein.html
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TOPIC OF THE WEEK:

Huawei finds itself entangled ever deeper in trade dispute

It was a move that reflected a new quality in the trade dispute between China and the US: Straight after
US President Donald Trump had issued his decree forbidding US firms from using telecommunication
technology that is classified as a risk to national security, Google reacted on Monday by withdrawing its
Android licence from Huawei with immediate effect. Other US technology firms on the US trade minis-
try’s list also sought to limit their cooperation with Huawei.

The move caused uncertainty for Huawei customers worldwide, but also caused the share prices of
companies that work with Huawei to fall, among them the German chip manufacturer Infineon. A day
later, the US government granted a temporary reprieve of three months for technology exports to
Huawei. Up to the middle of August it will still be possible for Huawei to use US technology, although
the fundamental decree remains in place.

China has yet to react officially to Trump’s declaration and the measures taken by American technology
firms. However, party and state leader Xi Jinping pledged during a visit to Jiangxi Province that the
country now faced a “new long march”, and hinted that hard times lay ahead. He also uses his three-
day trip to Jiangxi to call for self-reliance and to drive home importance of indigenous technology and
resources.

Huawei boss Ren Zhengfei, whose company is getting ever further entangled in the trade dispute, has
reacted in combative style. The US should not “underestimate” the strength of Huawei, Ren told the
state TV broadcaster CCTV. The company has since announced that it will introduce its own operating
system by next spring at the latest. On 1 December 2018 his daughter Meng Wanzhou, who is also
Huawei’s head of finance, was arrested at the request of the US in Canada and, at the end of January,
accused in the US of fraud, money laundering and obstruction of justice, among other things.

The US government suspects Huawei of using its commercial activities to spy for China. No proof of this
has so far been made public. However, the US has been pressuring other countries such as Germany
to cut Huawei out of 5G mobile standard networks.

Last year the Chinese telecommunication firm ZTE was affected so heavily by similar US measures that
it had to shut down production temporarily. The US government had imposed penalties on the company
for allegedly doing illegal business with Iran and North Korea and refused it access to US technologies
such as chips for seven years. After several weeks, ZTE paid the US around 1.4 billion USD, resulting
in the lifting of the sanctions.

Users took to social media to make the comparison with ZTE and expressed their concern about
Huawei’s future. Technological independence and its own operating system would be the only solution.
There was also talk of a boycott of Huawei’s competitor Apple, as well as applying leverage with rare
earths, which China could do with more force.


https://www.ccn.com/google-dumps-huawei-from-android-after-trump-led-u-s-blacklist
https://www.ccn.com/google-dumps-huawei-from-android-after-trump-led-u-s-blacklist
https://www.ft.com/content/c74cbfdc-7b48-11e9-81d2-f785092ab560
https://www.nytimes.com/2019/05/21/world/asia/xi-jinping-china-trade.html
https://www.scmp.com/news/china/politics/article/3011388/xi-jinping-calls-self-reliance-china-grapples-long-term-us
https://www.scmp.com/news/china/politics/article/3011388/xi-jinping-calls-self-reliance-china-grapples-long-term-us
https://www.jiemian.com/article/3144939.html
https://www.jiemian.com/article/3144939.html
https://www.forbes.com/sites/zakdoffman/2019/05/21/huaweis-new-os-could-arrive-in-2019-and-run-android-apps-chinese-media-reports/
https://www.forbes.com/sites/zakdoffman/2019/05/21/huaweis-new-os-could-arrive-in-2019-and-run-android-apps-chinese-media-reports/
https://www.cnbc.com/2019/01/28/us-seeks-extradition-of-huawei-cfo-meng-wanzhou.html
https://www.zhihu.com/question/325177150
http://3g.163.com/news/article/EFHM6TPL0546053Y.html)
https://mp.weixin.qq.com/s/7TLxg-kLA7cq_9kRyRyH3Q
https://mp.weixin.qq.com/s/7TLxg-kLA7cq_9kRyRyH3Q
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The current discussion in the official state media, on the other hand, reflected the efforts of the Chinese
leadership to demonstrate in the face of growing concern about the consequences of the trade conflict
that Beijing has everything under control and will continue to act rationally. The official news agency
Xinhua fought back against the apparent suggestion from the US that through the trade conflict it in-
tended to bring about a change in China’s political system.

MERICS Analysis: “Huawei’s 90-day reprieve won't impress China’s hardliners.” Blogpost by Nis Griin-
berg.

CHINA AND THE WORLD

Celebration of Asian cultures includes message to the US

Leaders from across Asia gathered in Beijing in May to celebrate the first Conference on Dialogue of
Asian Civilizations (I #H 3¢ XS 1E K 43) — an event described by China’s State Council Information Office

as a "carnival to celebrate the diversity of Asian civilizations.” Leaders and officials from 47 Asian coun-
tries attended the event, as well as the Greek president, Prokopis Pavlopoulos, who was in China on a
state visit.

The conference is the brainchild of President Xi Jinping, who put forward the idea at the Conference on
Interaction and Confidence-Building Measures in Asia in 2014. The Chinese government’s ambition to
establish itself as the leading power in the Asia-Pacific has been clear since 2013, when Xi proclaimed
“Asia for Asians”.

Although addressed to the pan-Asian audience, President Xi Jinping’s opening speech included mes-
sages that were likely also intended for the US administration, as he underlined the need for “openness”
between countries and cultures. But Xi's statement that it is “stupid” to believe one’s race and civilization
is “superior,” was the most pointed. Two weeks earlier, US State Department director of policy planning
Kiron Skinner described strategic competition with China as “a fight with a really different civilization and
a different ideology,” saying it was the first time the US had faced a “great power competitor that is not
Caucasian.”

Aside from this challenge to the US, the conference made clear Xi’s desire for Asia to take on a more
pronounced role in world politics.

News in brief

e State secrets: Canadians to remain in prison after being formally arrested

e Cooperation: Amidst tensions, Ottawa sides with Beijing over the Arctic

e Ex-Interpol chief: Wife and sons of Meng Hongwei are granted asylum in France
e Terrorism: Third attack on Chinese infrastructure hubs in Pakistan


https://mp.weixin.qq.com/s/JhlplyVcGVnD3xb_LFHpAA
http://www.xinhuanet.com/world/2019-05/15/c_1124497560.htm
http://www.xinhuanet.com/world/2019-05/15/c_1124497560.htm
https://www.merics.org/en/blog/huaweis-90-day-reprieve-wont-impress-chinas-hardliners
http://english.scio.gov.cn/topnews/2019-05/16/content_74789446.htm
https://www.reuters.com/article/us-china-politics-xi/amid-trade-war-chinas-xi-preaches-openness-says-no-civilization-superior-idUSKCN1SL0FJ
https://www.reuters.com/article/us-china-politics-xi/amid-trade-war-chinas-xi-preaches-openness-says-no-civilization-superior-idUSKCN1SL0FJ
https://www.washingtonexaminer.com/policy/defense-national-security/state-department-preparing-for-clash-of-civilizations-with-china
https://www.washingtonexaminer.com/policy/defense-national-security/state-department-preparing-for-clash-of-civilizations-with-china
https://www.reuters.com/article/us-china-canada/china-formally-arrests-two-canadians-on-state-secrets-charges-idUSKCN1SM0OB
https://www.theglobeandmail.com/world/article-agreeing-on-the-arctic-why-canada-sides-with-china-over-the-us-on/
https://www.apnews.com/a46a6ca1bc034d7398d551e977a109ca
https://www.scmp.com/news/asia/south-asia/article/3009859/gunmen-attack-luxury-hotel-pakistans-gwadar-port-city
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POLITICS, SOCIETY AND MEDIA

Same sex marriage in Taiwan and a challenge for the media

It was a historic day for Asia: On May 17 the Taiwanese parliament passed the draft bill to legalize same
sex marriage. With President Tsai Ing-wen’s signature this Friday, the law will officially come into force.
While the LGBT community in Taiwan celebrates on the streets and the first joint weddings took place
for gay, lesbian and heterosexual couples, the media were finding it difficult to report on the development
— not least because of Taiwan’s controversial status. Although Taiwan has, de facto, its own govern-
ment, its own legislative and its own judicial system, it is only recognized by 17 countries worldwide as
a sovereign state. The People’s Republic of China considers the island a part of its territory. Several
international media therefore avoid taking a clear position on this issue. The reports referred to the “first
place” in Asia that has allowed same sex marriage.

Even the Chinese state media were faced with a challenge. The People’s Daily presented itself as pro-
gressive for the international public on Twitter, writing: “Local lawmakers in Taiwan, China, have legal-
ized same-sex marriage in a first for Asia, according to local media reports,” thereby claiming the step
for the People’s Republic. The Global Times accused Taiwan’s ruling DPP of using the law to push for
independence. The Chinese news agency Xinhua, on the other hand, has not so far reported on the
new law.

On the mainland, homosexual relationships have not been a criminal offence since 1997 and homosex-
uality was removed from the list of psychological illnesses in 2001. Nevertheless, discrimination against
same sex partnerships has been growing again in recent years.

China’s pork industry under threat as African swine fever spreads to all provinces

The recent outbreak of African swine fever (AFS) is already having an impact on China’s domestic pork
industry and could soon be felt in meat and feedstuff prices around the world. The highly contagious
virus, which is harmless in humans but 100% fatal for pigs, has been spreading through China since the
first reported case in August last year. While the Chinese authorities have taken appropriate steps to
contain ASF, news reports from around China suggest the number of cases has been substantially
underreported.

Officially, 131 outbreaks of ASF have been reported and over 1 million pigs culled in order to contain
the virus. But interviews with farmers suggest a much more dramatic picture, with many more outbreaks
than have been officially reported. Some farmers have said they were told not to report swine flu cases
to the authorities, fearing a backlash from their superiors.

China raises 700 million pigs a year and is the world’s largest consumer of pork. To counter the losses
caused by ASF, China has already begun importing more pork from abroad, including from the US, in
spite of increased tariffs. The Chinese authorities need to contain ASF to prevent further price pressure
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http://focustaiwan.tw/news/afav/201905180009.aspx
http://focustaiwan.tw/news/afav/201905180009.aspx
https://www.reuters.com/article/us-taiwan-lgbt/in-first-for-asia-taiwan-lawmakers-back-same-sex-marriage-idUSKCN1SN0A6
https://www.reuters.com/article/us-taiwan-lgbt/in-first-for-asia-taiwan-lawmakers-back-same-sex-marriage-idUSKCN1SN0A6
https://twitter.com/PDChina/status/1129282711695314944
http://fortune.com/2017/06/30/china-homosexuality-internet-weibo-censorship/
http://fortune.com/2017/06/30/china-homosexuality-internet-weibo-censorship/
http://www.fao.org/ag/againfo/programmes/en/empres/ASF/Situation_update.html
http://www.fao.org/ag/againfo/programmes/en/empres/ASF/Situation_update.html
https://www.scmp.com/economy/china-economy/article/3007359/chinas-african-swine-fever-crisis-very-serious-stocks-falling
https://www.scmp.com/economy/china-economy/article/3007359/chinas-african-swine-fever-crisis-very-serious-stocks-falling
https://www.reuters.com/article/us-china-swinefever-reporting-insight/piles-of-pigs-swine-fever-outbreaks-go-unreported-in-rural-china-idUSKCN1R10VQ
https://www.reuters.com/article/us-china-swinefever-reporting-insight/piles-of-pigs-swine-fever-outbreaks-go-unreported-in-rural-china-idUSKCN1R10VQ
https://edition.cnn.com/2019/05/15/business/african-swine-fever-hebei-pork-scn-intl/index.html
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for pork and related products both domestically and abroad. But if the anecdotal evidence of underre-
porting is true, it suggests that local governments will struggle to take responsibility and effectively deal
with the crisis.

Pork stocks are falling and prices rising in China (?
Yoy change (2018- 2019, in percent)

— Stock of live pigs = Pork price
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News in brief

¢ Artificial Intelligence: China co-organizes UNESCO conference on Al in education
e Anti-corruption: Beijing’s former top securities regulator turns himself in
e PRC anniversary: Government to launch mass education campaign

ECONOMY, FINANCE AND TECHNOLOGY

China acts to support yuan as markets react to trade war

With the trade war between the US and China intensifying, one immediate impact has been on the
Chinese currency. Since the beginning of April, the CNY has fallen more than 2% against the US dollar,
now standing at 6.9. This is perilously close to 7, a line seen as psychologically important by many
analysts.


https://www.nytimes.com/2019/05/14/world/asia/african-swine-fever-asia-china.html
https://en.unesco.org/themes/ict-education/ai-education-conference-2019
https://www.scmp.com/news/china/politics/article/3010864/liu-shiyu-chinas-former-top-securities-regulator-turns-himself
http://www.xinhuanet.com/politics/2019-05/19/c_1124514987.htm

merics

Mercator Institute
for China Studies

China Update No. 9/2019 (May 10-23, 2019)

The Vice-chair of the People’s Bank of China (PBOC) and head of the State Administration of Foreign
Exchange (SAFE), Pan Gongsheng, announced on May 19 that he will use the tools at his disposal to
keep the exchange rate “fundamentally stable.” In a move likely connected with these efforts, China has
been selling US treasuries at the fastest pace in over two years.

But the exchange rate is sensitive to the trade war. Whenever a resolution looks further off, the market
tends to favor USD over CNY. China will do everything it can to keep the exchange rate below 7, as
breaching that line would be interpreted as a failure of the PBOC to defend the currency, potentially
causing capital flight. To avoid such a damaging outcome, further capital controls and sale of reserves
by China can be expected.

Beijing seeks to limit effects of the trade dispute on firms and the labor market

For the first time since the beginning of the trade dispute with the US, Beijing is to introduce exemptions
intended to protect key industries. The Chinese Ministry of Finance announced on May 13 that it would
test such measures.

Chinese companies producing, importing or using goods subject to US duties will be exempted from
further duty increases. They must however prove, among other things, that their economic viability is
seriously endangered by customs duties. If this is the case, companies are exempted from tariff in-
creases for a period of up to one year. Companies will also be granted retroactive tax relief for duties
already paid. The complex system has been developed over the past six months as a kind of safety
mechanism in trade disputes.

The Chinese leadership has also showed that it is worried the trade dispute could lead to mass layoffs,
migration and, ultimately, social unrest. Last week Prime Minister Li Kegiang and two deputy prime
ministers commented on the tense situation in the Chinese labour market. Li stressed that China must

implement an “employment first” policy (st AJEBK). At the same time, for example, job placement

should be improved, and new jobs created for certain groups, in particular university graduates.
News in brief

e Pension: New policy reduces burden of social payments on companies

e Investment: FDI into China rose 6.4% in year on year comparison

¢ Anti-monopoly: Beijing to maintain tough stance in sectors like power, railway and water supply
¢ Real Estate: Investments rise in the first four months of 2019

e Aviation: China and European Union sign landmark deals


http://www.chinabankingnews.com/2019/05/20/pboc-and-safe-commit-to-keeping-chinas-forex-market-renminbi-exchange-rate-stable/
https://www.reuters.com/article/us-usa-treasury-securities/china-sells-most-us-treasuries-in-nearly-two-and-a-half-years-idUSKCN1SL2U4
https://www.reuters.com/article/us-usa-treasury-securities/china-sells-most-us-treasuries-in-nearly-two-and-a-half-years-idUSKCN1SL2U4
http://gss.mof.gov.cn/zhengwuxinxi/gongzuodongtai/201905/t20190513_3256785.html?mc_cid=c1025a6eeb&mc_eid=39be4d9b38
https://www.scmp.com/economy/china-economy/article/3010197/china-throws-trade-war-tariff-exclusion-lifelines-it-thought
https://www.scmp.com/news/china/politics/article/3010224/china-turns-attention-jobs-trade-war-casts-shadow-over-economy
https://www.scmp.com/economy/china-economy/article/3010678/china-plugging-pension-hole-tapping-us25-trillion-equity
https://www.cnbc.com/2019/05/16/reuters-america-china-jan-april-fdi-up-6-point-4-percent-yy-in-yuan-terms.html
http://www.chinadaily.com.cn/a/201905/17/WS5cdeba5da3104842260bc57c.html
http://www.chinabankingnews.com/2019/05/16/chinese-real-estate-investment-rises-11-9-yoy-in-first-four-months-of-2019/
https://www.reuters.com/article/us-china-eu-aviation/china-and-european-union-sign-landmark-aviation-deals-idUSKCN1SQ1GL
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THE EUROPEAN VIEW

Dutch China strategy is a careful balancing act

The Netherlands is the first EU member state to formalize its China strategy in a single, comprehensive
document setting out its interests and policy priorities. Published on May 15 in response to demands by
members of the Dutch parliament for a clear and future-proof strategy on China, it is the result of a year-
long consultation process and heated debate among different ministries and within cabinet.

In an echo of French president Macron’s call for an end of European “naivety” on China, the strategy
takes a line that is both “constructive” and “critical”. While acknowledging that China is not a market
economy, nor a democracy based on the rule of law, the document aims to strike a balance between
grasping opportunities and safeguarding Dutch interests and values. “It makes sense that Chinais claim-
ing its place in the world, but the government believes that it should do so fairly, on a level playing field
and in accordance with internationally agreed rules,” the English-language summary reads.

The risk of technological dependency on China as well as Beijing’s unfair trading practices, coerced
tech transfers, cyber espionage and military buildup emerge among the key concerns for the Nether-
lands as an innovative economy, EU country and NATO member. The Dutch are also under no illusion
about the influence they can wield alone on China. Their strategy emphasizes the need for coordination
with the EU and like-minded partners.

One topic has been left out entirely - the thorny issue of 5G security is being dealt with by a separate
task force. Shortly after the strategy was announced, the Dutch intelligence agency was reported to be
investigating an alleged Huawei backdoor in the country’s network.

Profile: Hu Xijing

“Frisbee Hu” — Global Times editor Hu Xijing

His nickname is “Frisbee Hu”. Whatever the government throws at the hawkish hardliner — he will catch
it. Since 2005 Hu has been editor at the Global Times. The newspaper is produced under the auspices
of the People’s Daily, one of the country’s most influential party state media outlets and mouthpiece of
the Communist Party of China. In 2009 Hu switched to the newly founded English language edition of
the Global Times.

Although the Global Times pursues political goals, it still has to pay its way — which apparently it does.
Hu once claimed that his two gods are the readers and the party. Unlike other Chinese media outlets
and even the Chinese Ministry of Foreign Affairs, the Global Times did not deny the existence of so-
called “counter terrorism education camps” in Xinjiang. Instead the newspaper went on the offensive
with its reporting: Whether the way Xinjiang is run violates human rights must be judged by whether its
results safeguard the interests of the majority in the region. Hu also makes direct attacks on foreign
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https://www.government.nl/documents/policy-notes/2019/05/15/china-strategy-the-netherlands--china-a-new-balance
https://www.reuters.com/article/us-netherlands-huawei-tech/dutch-spy-agency-investigating-alleged-huawei-backdoor-volkskrant-idUSKCN1SM0UY
https://en.wikipedia.org/wiki/Hu_Xijin
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journalists, criticizing their coverage of Xinjiang for being “one-sided”. In a tweet he claimed that Xinjiang
has been saved from becoming another Chechnya, Syria or Libya. A similar line has been taken in
another Global Times article.

According to an interview in The Economist, Hu says he wants to push the party to be more transparent.
And as it happens, the speaker of the Chinese Information Office mentioned the education camps just
a few weeks after the Global Times did.

Hu is a prolific tweeter. - even though Twitter is officially blocked in China. His target audience is foreign
users. About 41,000 people follow the 59-year-old on his account. Currently he is covering in depth the
trade war between China and the US, and its consequences for Huawei. Let's see what he tweets on
the 30" anniversary of the Tiananmen square protest crackdown. Back then he was part of the move-
ment. In retrospect, he has described the military actions in the night from 3 to 4™ June 1989 as tragic,
caused by the students’ naivety and the Chinese government’s lack of experience in dealing with such
a situation.

© Mercator Institute for China Studies (MERICS)
Editorial responsibility: Kerstin Lohse-Friedrich, Director of Communications, MERICS

This newsletter is based solely on freely available media reports. It does not necessarily endorse the
opinions expressed in these reports and cannot guarantee that their sources and materials are (legally)
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and regulations.


https://www.economist.com/china/2018/09/20/chinas-global-times-plays-a-peculiar-role
http://www.globaltimes.cn/content/1115022.shtml
https://www.economist.com/china/2018/09/20/chinas-global-times-plays-a-peculiar-role
https://twitter.com/HuXijin_GT?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://en.wikipedia.org/wiki/Hu_Xijin
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