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Welcome  
to Shanghai

W
elcome to the third 
annual StrategicRISK 
China issue – a 
magazine produced 
exclusively for the 
country’s risk and 

insurance management professionals. 
This year, we have timed the publication of 

our China issue with the first Pan-Asia Risk and 
Insurance Management Association (Parima) 
conference in Shanghai. The fact that the 
association has committed to hosting one of 
its three major conferences for the year in the 
country is a sign of the growing commitment 
to risk management by both domestic and 
international companies operating in the 
region. And as China shifts its focus from an 
inward manufacturing-based economy to an 
export and service-focused one, the value of 
strategic risk management will continue to 
play a greater role. 

As the only dedicated publication for the 
Asia-Pacific risk management community, 
StrategicRISK is committed to providing our 
readers with independent news, analysis and 
research that will help you to do your job 
better – wherever you are located. We aim to 
provide you with industry information that 
you can’t get anywhere else. 

One of the cornerstones of this is our 
annual Asia Risk Report that is used as a 
benchmarking tool by dozens of companies EMAIL > jessica.reid@nqsm.com

CHINA < LEADER

around the world. Our latest survey was filled 
out by more than 200 respondents, and in this 
issue we’ve asked Chinese professionals to 
comment on the results (see pages 8-9).

But back to Parima, and to the reason why 
more than 100 risk and insurance professionals 
have travelled to Shanghai for this conference. 

Compared to some other industries, the 
opportunities for networking and education 
within the risk and insurance industry are 
somewhat limited. But there are several 
associations across Asia-Pacific working to 
change that. Each is serving the needs of a 
growing group of risk professionals, eager 
to learn from their peers and gain greater 
recognition of their profession. Today is 
Parima’s day. And no one can dispute that 
the work that this group has done over the 
past three years is impressive. A standout 
achievement has been the introduction of a 
risk management certification that will help 
transform risk and insurance management 
from a discipline to a profession. 

China can boast a large number of 
individuals who are also showing true risk 
leadership. The spotlight falls on a few of 
them in this issue. 

We hope you enjoy this special China 
edition of StrategicRISK. If you have any 
feedback, I’d love to hear from you.

GREATER CHINA EDITION
CHINA 2017

With China’s economy still expanding, 
risk professionals are gaining ground.
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We could be heroes

F
irst and foremost, I would like to officially 
welcome you to the Parima China 
conference. I’m delighted that so many 
of you have travelled from around Asia-
Pacific to attend our second regional 
conference this year. The creation 

of Parima four years ago initiated the beginning 
of the formation of our professional community. 
Fast-forward to 2017 and we have more than 1,100 
members representing 19 countries. Our membership 
base is going from strength to strength across China.

Risk profiles are changing faster than ever and 
more new and interconnected risks are emerging. Our 
profession can help our organisations tremendously 
to cope with this. The challenge is to ensure they 
remain entrepreneurial and profitable while ensuring 
sustainability and resilience. This can only happen 
if risk professionals are engaged with c-suites and 
boards. This requires us to have a level of seniority and 
relevance. That’s why continuous education and a 
credible professional certification is at the very heart of 
what Parima does. I announced the launch of Parima’s 

Parima’s membership in China is going from 
strength to strength. The Shanghai conference 
will help a proud profession reach new heights.

professional certification late 2016: this critical 
initiative is gradually becoming a game-changer 
needed by risk managers to get the level of visibility, 
recognition and evolution they deserve.

These are the times for risk managers to become 
heroes. The greatest challenge is to persuade people, 
mostly internal stakeholders, about the importance 
and value of risk management and risk financing. 
Interactions between risks are permanent and 
make the analysis, the consequences of risks, their 
prevention and indemnification uniquely complex. 
We must become a truly recognised profession, 
a real channel of excellence. We can achieve this 
with Parima.

There is greatness in the profession: our duty/ 
our ethics are to protect human capital as well 
as financial, entrepreneurial and reputational 
capitals. But the risk manager itself is not enough. 
It is necessary to be able to finance risks and the 
insurance industry is key to support the development 
and resilience of our organisations. The skills sets 
demanded of risk managers have changed. We need 
to have great knowledge about managing risk and 
build up our ability to think strategically. It is absolutely 
key for anyone who has an aspiration to operate at 
that higher level.

Parima is delighted to be partnering with 
StrategicRISK during our Shanghai conference.

Please let Parima know what we can 
do for you and how you can individually 
contribute to your professional 
community. These are challenging and 
exciting times. As a risk manager and 
chairman of Parima, let me conclude by 
saying: challenge accepted.

LOOKING OUT FOR 
OUR COLLEAGUES

FRANCK BARON
PARIMA CHAIRMAN

PARIMA < WELCOME
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China’s SOEs hold 
key to enlargement

The Pan-Asia Risk and Insurance Management 
Association (Parima) is targeting state-owned 
enterprises (SOEs) to enlarge its Chinese membership 
base. China is its fifth-largest market by membership 
numbers but there is huge growth potential, according 
to executive director Stacey Huang, who said the 
country could soon be its “second or third-biggest 
market” after Singapore and Hong Kong/Malaysia. 

The nation has about 80 Parima members, adds 
Keith Xia, a China board member and InterContinental 
Hotels Group’s head of risk management for Greater 
China. He said risk management roles in SOEs were not 
common, but that this was expected to change.

Parima’s Shanghai conference on 21 June – part 
of a major membership drive – will capitalise on the 
momentum of Beijing’s One Belt One Road conference, 
held in May. Huang said: “Holding a conference in June 
in Shanghai seems like an ideal follow-up and relevant 
opening for [the] Parima conference. There will be a 
strong focus on the 一带一路 initiative, what it means 
to businesses and to risk managers.” 

The association is targeting 100 Chinese risk 
managers, half of them from SOEs or Chinese in-house 
brokers, to attend the event. Huang added: “It has 
become even more important for risk managers across 
APAC to understand China better and vice versa. Risk 
managers in China also require a forum to discuss risks 
and opportunities, which Parima hopes to provide.”

Parima China board member and BMW Brilliance 
senior manager for insurance and risk management, 
Sharon Shi, said the conference agenda would appeal 
to risk managers from corporates as well as SOEs. 

“We have topics related to One Belt One Road – 
topics mainly talking about the new change regarding 
SOEs to get out of China to go overseas to do their 
projects,” she said. 

Other sessions at the conference would teach SOE 
members about risk management topics that they 
may not have encountered before, Shi added. 

More events in China are likely. Huang said the 
conference “is a starting point where we are bringing 
in a marketplace-type of event across the region to 
China. We hope to have smaller and more targeted 
local workshops post-conference in both Beijing and 
Shanghai held at least once annually.” 

The event will also feature deep-dive masterclasses 
on 22 June on topics such as cyber, global programme 
management and One Belt One Road.

Parima plans new growth strategy.

Sharon Shi, senior  
manager, insurance and 
risk management,  
BMW Brilliance
Q. What is the top emerging 

risk on your radar in the next 12 months, 
and why? Accidental cat risk and 
legislation risk will still be the priority  
here in China. In the next 12 months,  
operational risk and cyber risk will be the 
emerging risks.
Q. What is the biggest challenge facing  
the risk management profession? More 
efforts are needed to share experiences 
and information among risk managers  
from different areas and industries 
in China. Within companies, the risk 
awareness from non-risk managers should 
be enhanced continuously.
Q. What do you like to do in your spare 
time? I am still interested in making friends 
across different areas to extend my life.

Keith Xia, head of risk 
management, Greater 
China, InterContinental 
Hotels Group 
Q. What is your priority in 

the next 12 months? Develop and deliver 
events for Chinese members with the 
intention to expand skills; brainstorm 
new risk trends; and discuss emerging 
issues in China. Our focus will be on how 
to attract and support members from 
domestic companies in the next 12 
months. To achieve that, we need to better 
understand the domestic companies’ risk 
requirements and plan events which are 
practical to them.
Q. What is the top emerging risk on your 
radar in the next 12 months, and why? The 
unforeseeable economic conditions, the 
political environment and the increasingly 
tight regulatory environment. 
Q. What is the biggest challenge facing 
the risk management profession? In China, 
many risk professionals are focused only 
on insurance and are not involved at the 
strategic planning. Thus, many companies 
may not even have a risk professional or 
consider the risks of their strategy.
Q. What do you like to do in your spare 
time? I used to play lots of sport, such as 
football, basketball and riding. Recently, 
I trained for a marathon.

MEET YOUR  
CHINA PARIMA  
BOARD MEMBERS
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 < NEWS AND ANALYSIS 

“IT HAS BECOME 
EVEN MORE 
IMPORTANT FOR 
RISK MANAGERS 
ACROSS APAC 
TO UNDERSTAND 
CHINA BETTER AND 
VICE VERSA.”
Parima 
executive director 
Stacey Huang
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REGULATOR PREDICTS END 
OF PREMIUM INCOME BOOM
The rapid premium growth of China’s insurance 
industry may be coming to an end, according to the 
country’s chief regulator. 

Premium income for 2016 rose 27.5% to 3.1 trillion 
yuan ($450bn), the fastest rate of growth since 2008. 
But the China Insurance Regulatory Commission 
said tighter regulation around financial deleveraging 
and risk prevention would have an impact this 
year. Authorities have rolled out measures aimed 
at limiting risks in the industry, preventing asset 
liabilities mismatches and speculative acquisitions.

Lockton director, Asia region, multi-national 
clients, Peter Jackson said slowing economic growth 
and more regulation would “force Chinese insurers to 
be more careful about growth and not chase market 
share or premium at the expense of risk or claims”.

But opportunities abound, he said. “There is 
huge scope to educate Chinese companies about 
what insurance they should be buying, as well as 
developing the full suite of insurance products you 
can find in Hong Kong or Singapore.” No Chinese 
insurer offers cyber insurance, for instance, he said.

Swiss Re Corporate Solutions China chief executive 
Jingwei Jia pointed to agriculture, food safety, 
environmental and classes of professional indemnity 
and liability as growth areas. He added that China’s 
expansion into renewable and green energy will create 
new opportunities for insurers to position themselves 
as key players, “supporting lenders to offer more 
competitive terms and securing their investments by 
taking advantage of innovative risk solutions that the 
international insurers can provide”.

Insurers are targeting China for premium growth 
in response to One Belt One Road (OBOR), which 
aims to transition China from a manufacturing-based 
economy to a consumer-led one. Jingwei said the 
premium potential from OBOR projects that may be 
forthcoming in the years to 2030 “is estimated to be 
$27bn, of which $16bn could be for insurers in China. 
Most demand will be for engineering and property, 
followed by liability and marine insurance.”

Zurich Shanghai brand general manager and 
head of Zurich China liability, Charlie Chai, added 
that “huge premium is expected from project-related 
exposure of construction, property, liability, cargo 
transportation, surety, etc”. 

$9bn
The net profit of Ping An 
Insurance for 2016, its 
highest since 2003. 

20%
There has been a significant 
increase in defaults across 
Asia, according to Aon’s 
2017 Asia Market Review. 
China topped the regional 
list, seeing a 20% increase  
in defaults. This was 
followed by Taiwan (17%), 
Singapore (15%) and  
Hong Kong (15%).

180%
Chubb Insurance is the 
fastest-growing insurer 
by brand value, according 
to business valuation 
consultancy Brand Finance. 
In its 100 most valuable 
insurers list, Chubb’s year-
on-year brand value grew 
by 180% to $5.6bn. Its rank 
jumped from 36th to 11th. 

$175bn
The damage bill from natural 
disasters in 2016, according 
to Munich Re. It was the 
highest sum in four years 
and only 30% was insured. 

A round-up of some of the main risk and 
insurance stories to come out of China. 

“THERE IS 
HUGE SCOPE TO 
EDUCATE CHINESE 
COMPANIES ABOUT 
WHAT INSURANCE 
THEY SHOULD BE 
BUYING, AS WELL 
AS DEVELOPING 
THE FULL SUITE 
OF PRODUCTS 
YOU CAN FIND IN 
HONG KONG OR 
SINGAPORE.”
Lockton director 
Peter Jackson

In numbers

BIG NUMBERS

NEWS AND ANALYSIS >
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WHO, WHAT, WHERE
Noteworthy news from  
China’s insurance industry 

SHENZHEN 
Ping An Insurance, headquartered in Shenzhen, is 2017’s 
most valuable global insurance group, according to business 
valuation consultancy Brand Finance. The insurer has 
a brand value of about $16bn, which represents a 29% 
increase from 2016. The brand value of Allianz – last year’s 
most valuable insurer – fell 7% to $15bn this year, to put the 
insurer in second spot. China Life Insurance, the country’s 
largest life insurer by premium, stayed unchanged in third 
place with a brand valued of $10.3bn. This is the first time a 
mainland Chinese company has risen to the top of the 100 
most valuable insurers worldwide.

BEIJING 
In May, the China Insurance Regulatory 
Commission said regulatory holes should 
be plugged and supervision stepped up 
to overcome the system’s shortcomings. 
A sound regulatory system should be set 
up for firms and supervision strengthened 
over the shareholder ownership structure 
and authenticity of their funds, it added. 
This comes amid a crackdown on what is 
seen as the excessive use of universal life 
products by some insurers, and as China 
moves to curb risk in the financial system. 
The regulator earlier vowed to improve its 
conduct when its chairman was accused of 
“serious disciplinary violations”.

SHANGHAI
US insurer Chubb has launched a marine 
service capabilities business to capitalise 
on the growth that it expects China’s One 
Belt One Road initiative to generate. Based 
in Shanghai and Beijing, the new business is 
aimed at importers, exporters and transport 
operators. Chubb Overseas General head of 
marine Andrew Williamson said: “In today’s 
global commerce environment, China’s trading 
and shipping industry is demanding specialised 
and customised marine insurance solutions.”
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RECOILING FROM PRODUCT RECALLS
Product recalls in China 
and around the world are 
becoming more common. 
StrategicRISK surveyed 65 
risk managers in Asia to 
find out what are the top 
three concerns keeping 
their boards awake at night 
with regard to a recall. 
The results are shown 
graphically on the right. 
Nine out of 10 respondents 
(89.5%) chose ‘brand 
damage’. With 49%, ‘loss 
of future earnings’ came a 
distant second. The ‘costs 
to manage the recall and 
investigation’ rounded out 
the top three with 47% of 
the votes.

0 20 40 60 80 100

Impact on business
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33% 
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90% 
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Supply chain 
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E
conomic conditions, cyber security 
and increased competition are APAC 
risk managers’ top three concerns 
up at night, according to the annual 
StrategicRISK Asia-Pacific Risk Survey.

More than 200 senior risk and 
insurance managers cast their votes on the top 
risks that faced their firms in 2016, with ‘economic 
conditions’ maintaining the top spot. The risk of 
increased competition rose one place to second, 
while cyber risk (which took fifth position in 2015) 
rounded out the top three (see graph, right).

StrategicRISK asked Chinese professionals for 
their perspective on the results. 

Willis Towers Watson China head of corporate 
risk and broking Wise Xu believes the top 10 Asia-
Pacific risks are generally reflective of China’s macro 
risk landscape. However, he thinks two key risks 
are missing: “Natural catastrophe and business 
interruption should definitely be at least in the top 
10 for all Chinese corporations.” 

Speaking a day after the global ‘Wannacry’ cyber 
attack that brought down systems and corporations 
in more than 100 countries, Xu said cyber risk would 
continue to creep up Chinese corporates’ agendas. 

“The protection of IP systems in China is not that 
mature or sophisticated yet. So once [cyber attacks] 
become more targeted, it definitely will become a 
major issue,” he added. 

InterContinental Hotels Group Greater China 
head of risk management and insurance, Keith 
Xia, who is also a Parima China board member, 
agreed that the Wannacry attack would concentrate 
corporates’ minds on cyber risk. 

He also expected regulation and terrorism would 
be on many Chinese corporates’ risk registers. 

Meanwhile, IKEA China risk and insurance 
director and RIMS China board member Robert 
Zhang was surprised compliance risk didn’t make it 
into the top 10. 

On cyber, he said: “I see change of cyber space 
regulation being a very high risk and global trend.”

ABB (China) country insurance risk manager 
Iris-Yan Ding also focused on cyber risk. She said it 
was the biggest emerging risk on her radar in the 

What does China’s risk and insurance sector make 
of the top 10 risks facing Asia-Pacific firms? 

Top risks revealed

TOP RISKS >

next 12 months. “Cyber security and information 
protection can be challenging for companies of all 
sizes,” she added. “Hackers are not the only threat — 
today’s businesses rely on the internet for services 
such as online marketing, administrative functions, 
inventory management, credit card processing and 
distribution controls. Any intrusion that disrupts 
[the] delivery of these services can lead to brand and 
reputation damage, regulatory scrutiny, stakeholder 
dissatisfaction and financial losses.” 

But for Sharon Xu, senior manager in the Asia-
Pacific insurance risk management department of 
Marriott International, contractual risk (in 10th place) 
was the most important entry. 

This is particularly true for the hospitality industry 
in China, she said. “A well-structured and diligently 
reviewed contract is always the first step to properly 
define duties and obligations and to more clearly 
allocate risks.” 

Xu pointed to company brand/reputation as the 
second-most important risk, saying: “The protection 
of brand is not only with risk management/insurance, 
but every discipline within a company organisation, 
from sales to procurement, from development to 
operation, from contact to compliance, etc.” 

100-YEAR VISION
BMW Brilliance risk and insurance senior manager 
and Parima China board member Sharon Shi also 
pointed to company brand/reputation risk as being a 
priority for the automotive industry. 

Her company’s top three risks are people risk, 
reputation and innovation. 

“Innovation is the key to sustainability,” she said. 
“When we are standing in the technology-driven 
world, we should always keep in mind how to keep 
competitive for the next 100 years.”

ABB’s Ding feels the same way. 
“In today’s market, innovation is a key component 

to every business’s success. As technology changes, 
so does your customer’s needs. 

“You simply cannot afford to resort to ‘that is how 
we’ve always done business’. The business must 
adapt to the changing market, otherwise it will face 
failure,” she said.

“THE PROTECTION 
OF IP SYSTEMS 
IN CHINA IS NOT 
THAT MATURE OR 
SOPHISTICATED 
YET. ONCE [CYBER 
ATTACKS] BECOME 
MORE TARGETED, 
IT WILL BECOME A 
MAJOR ISSUE”
Willis Towers Watson 
China head of corporate 
risk and broking  
Wise Xu
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RISK 2016 2015 2014
Economic conditions 1 = 1 1

Increased competition 2 ▲ 3 4

Targeted cyber attack 3 ▲ 5 9

Attracting/retaining talent 4 ▼ 2 2

Damage to company reputation 5 ▼ 4 3

Failure to innovate 6 ▲ 10

Political risk 7 NEW 6

Tightening/changing regulation 8 ▼ 6 5

Failure of critical IT systems 9 = 9

Contractual risk 10 8

Currency/FX risk 7

Non-malicious loss of customer data 8

Price of materials/commodities 7

Pandemic 10

TOP RISKS BY RANK 

QUESTION 
Rate the likelihood and financial 
impact of the following risks  
on your business in the next  
12 months. 
Respondents were asked to rate 
35 risks by likelihood and financial 
impact on a scale of 1-5 (1 being 
very low, 2 being low, 3 being 
medium, 4 being high and 5 being 
very high). Risks were grouped into 
seven categories: social-economic; 
business strategy; governance; 
financial; technology; operational 
and environment. The scattergraph 
above plots the year-on-year 
movement of the average score for 
both likelihood and financial impact. 

KEY
 2016 results

 2015 results

TOP RISKS BY LIKELIHOOD AND FINANCIAL IMPACT: 2015 VS 2016
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“CHINA’S 
CONSTRUCTION 
INDUSTRY HAS 
CERTAIN WAYS OF 
OPERATING AND 
CONTRACTING, AND 
WHEN YOU STEP 
OUTSIDE OF THAT 
ENVIRONMENT, 
EVERYTHING’S 
DIFFERENT.”
JLT Specialty Asia 
managing director, 
construction 
Stephen Boddington

Construction jobs with  
shaky foundations

With the Chinese economy growing at its slowest pace 
in almost three decades, the government has turned 
its focus to the infrastructure sector to spur on the 
world’s second-largest economy.

It appears to be working: last year the industry 
grew by 17%, up from 12% in 2015.

In fact, China now spends more on economic 
infrastructure annually than North America and 
Western Europe combined, according to a 2016 survey 
by McKinsey Global Institute. And the government 
is far from running out of infrastructure projects to 
spend money on. It plans to pump RMB1.8 trillion 
($261bn) into roads and waterways and  
RMB800 billion into new railway tracks and upgrades, 
at the same time as starting the construction of 15 
major hydroelectric dams and power stations.

Of course, a crucial driver of this investment is the 
One Belt One Road initiative, which aims to improve 
connectivity across China and with the rest of Eurasia.

The project has seen many companies in China’s 
construction sector venture to countries along the 
‘Belt and Road’ route, with the total value of overseas 
contracted projects reaching RMB1.6 trillion ($244bn) 
in 2016, an increase of 18.1% over the previous year, 
according to the Ministry of Commerce in China. 

But such rapid expansion into new territories – 
many in unstable environments – is not without risk. 
And underinsurance issues could see some firms fail. 

JLT Specialty Asia managing director, construction, 
Stephen Boddington says this highlights the need 
for solid risk management processes to understand 
a country’s political, economic, cultural, legal and 
regulatory environments.

“China’s construction industry has certain ways of 
operating and contracting, and when you step outside of 
that environment, everything’s different and you need to 
adapt to the local practices. You’re not only stepping out 
of China, you’re stepping into developing countries in 
many cases, and it’s never certain as to how those issues 
are going to be applied.”

Boddington also points to pre-contract delays, 
site access and unknown climatic conditions as 
additional risks that are often exacerbated for Chinese 
construction companies heading to new countries. 

China’s One Belt One Road initiative means billions of dollars’ 
worth of infrastructure projects are up for grabs – but firms  
with flawed risk management could come unstuck.

He says things that are taken for granted in a 
company’s ‘home country’ can turn out to be critical 
issues. For example: “Is the country’s infrastructure 
up to a standard, or will site access potentially slow 
down the project?”

Unfortunately for some, comprehensive risk 
and feasibility reports can be difficult to conduct, 
an insurance buyer from a Chinese construction 
company told StrategicRISK.

“There’s a lot of pressure to win projects and risk 
management can often seem like we are hindering 
that process,” he says. “Risk management is still very 
much in its infancy here, with most of the focus being 
on insurance. On top of that, most insurance decisions 
are made on price, rather than quality of cover.”

This kind of viewpoint doesn’t surprise JLT China 
strategic business development director Song Yadong. 
“Several years ago, Chinese [construction] companies 
did not pay attention to political and credit risk 
insurance – they wanted to keep the risk themselves,” 
he says. But several large losses, pressure from lenders 
and the economic downturn have led to changes. 

“The best way for Chinese companies to protect 
themselves from political and credit risk [in One Belt 
One Road countries] is to buy political risk and credit 
insurance (PCI),” Yadong says. 

PCI typically covers risks such as expropriation, 
nationalisation, political violence, currency 
inconvertibility, currency non-transfer and arbitration.

“Construction companies should consider 
[buying] PCI because most of the [One Belt One Road] 
countries are developing. Their political status is not 
stable and also, sometimes, their economic status is 
not very good,” he adds. 

A major issue for many companies when they enter 
into a construction project abroad is obtaining finance 
or facilitating finance for the owner. In fact, many 
lenders insist that contractors take out PCI in order 
to secure a loan. 

“The issue with the construction contract and its 
insurance requirements is that it may not necessarily 
be reflective of the risks that are present in the 
project,” says Yadong. “So insurance procurement 
for construction projects – and, in particular, those in 

SECTOR VIEW > CONSTRUCTION
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SPONSORED WORD

STEPHEN BODDINGTON
Regional managing 
director, construction,  
JLT Specialty Asia 

Single project professional indemnity (SPPI) 
insurance helps project owners and contractors 
mitigate construction design risks. While in 
mainland China, design responsibilities are 
passed to provincial design institutes, Chinese 
contractors or project sponsors operating 
overseas on the Belt and Road will assume 
these tasks. SPPI cover therefore provides 
complementary coverage to ‘core’ construction 
insurances by indemnifying the insured parties 
for the consequences of design errors that may 
otherwise be excluded. 

Without SPPI insurance, contractors and project 
owners are exposed to financial losses arising 
from design defects. In a recent case, a Chinese 
contractor in Australia assumed engineering design 
responsibility for constructing a new coal mine. The 
project suffered design and fabrication problems 
and the contractor is being sued by the project 
owners for $17m. 

Despite the advantages of SPPI cover, Asian 
contractors do not buy this insurance voluntarily, 
and only do so if there is a contractual obligation. 

Given the position of Asian contractors, 
project owners should always seek professional 
advice when drafting project contracts to ensure 
SPPI is included where design responsibility rests 
with the contractor. More importantly, owners 
should ensure that the policy has a reasonable 
limit of indemnity, a period of insurance which 
reflects the extent of design liability under the 
contract and ‘broad-form’ wording that matches 
the individual project exposures.

Another option is a new insurance product 
called Principal Controlled Professional Indemnity 
(PCPI). This allows project owners to seek 
indemnity directly under the policy in the event 
they suffer loss arising from a design defect, rather 
than establishing the contractor’s legal liability in a 
court of law. The PCPI policy is also advantageous 
to the project owner where the contractor or 
consultant(s) have limited their liability under 
contract, as such limitations will not prejudice the 
indemnity available under the policy.

> For more information visit asia.jlt.com

unknown countries – needs to be broader than what’s 
in the contract. 

“You need to step aside and say: ‘What are the real 
risks which are facing this project as opposed to what 
someone put in the construction contract?’”

POTENTIAL WINDFALL
Chinese companies with prudent risk management 
will come out on top in the country’s infrastructure 
boom, says the insurance industry. Such an outcome 
would be in insurers’ interests. 

A recent Swiss Re report said the insurance 
premium potential from One Belt One Road 
infrastructure projects in the years to 2030 is about 
$27bn, of which $16bn could be for insurers in China. 

“Most demand will be for engineering and 
property, followed by liability and marine insurance,” 
says Swiss Re Corporation Solutions China chief 
executive Jingwei Jia. 

Zurich Shanghai branch general manager and 
head of Zurich China liability, Charlie Chai, says: “With 
the further execution of China’s One Belt One Road 
policy and overseas direct investment, huge premium 
is expected from project-related exposures.”

It seems that many players are set to benefit from 
the construction boom. But only time will tell how 
quickly – and efficiently – the billions of dollars’ worth 
of projects will play out. 

PI INSURANCE 
IS KEY FOR 
BELT AND ROAD 
PROJECTS

It is estimated that One Belt One Road will bring additional 
investment of up to $5.2 trillion in construction and other 
activities from August 2016 to 2030, adding to the $1.2 
trillion of projects that are already planned to 2030. 

ADDITIONAL B&R PROJECTS WITH 
CHINESE INVOLVEMENT, UP TO 2030

AGGREGATE PROJECT VALUE (US$BN)

TYPE OF PROJECT CHINA OVERSEAS TOTAL

Infrastructure

Transportation 30 942 972

Telecommunications 200 369 569

Water and sanitation 239 434 672

Power and resources 585 1105 1690

Other infrastructure 171 420 592

Agriculture
Agriculture, forestry, 
animal husbandry 
and fisheries

17 55 73

Cultural 
exchange, 
tourism

Cultural exchange, 
tourism

38 119 157

Other

Capacity cooperation 28 60 88

Industrial parks 61 171 232

Commercial building 56 138 194

TOTAL  1425 3813 5239

Source: Swiss Re Economic Research & Consulting

 In association with
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Beyond a 
reasonable doubt

Ex-lawyer Tony Ni found his niche (and his 
wife) when he switched careers. The RGE 
China risk and insurance manager offers 

his verdict on the challenges still to come.
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R
isk management attracts talent from 
a wide range of disciplines. For RGE 
China’s Tony Ni, his legal training and 
early career in that field served as a 
preamble to the challenges of risk.

Born and educated in Shanghai, 
Ni graduated from Shanghai University in 1997 as a 
lawyer. But after three years as a judge’s assistant and 
legal assistant, risk and insurance beckoned.

“Legal is good work, but I was very young then and 
I wanted to try other challenges or opportunities and 
see if I could transfer my [legal] work to other areas,” 
he says. “As a coincidence, I saw in the media that an 
insurance company was recruiting people with a legal 
background, so I sent in my CV.”

That company was ING Group, which had just 
bought the financial services and international 
businesses of US health care giants Aetna in 2000. 
ING set up a joint venture life insurance company with 
Chinese insurance company CPIC. Here, Ni would 
enter insurance as an underwriter.

“Before I joined [in 2001], I didn’t know about 
insurance,” he says. “So all the insurance knowledge 
that I got was from that role.

“Most of the life insurance companies like to recruit 
underwriters who have a medical background, not 
legal. Life insurance underwriters should evaluate the 
health level of the insured. However, my boss recruited 
people from different backgrounds as they have 
different points of view to evaluate people’s health.”

After just over two years at ING, Ni moved to New 
China Life as branch chief underwriter.

“New China Life was a new start-up then. They 
hoped to recruit people from foreign companies. They 
recruited me [and] by then I had a very good sense for 
the life insurance work.”

In 2006, he says, a friend from British firm Standard 
Life asked if he was interested in leaving Shanghai 
for Tianjin. “I had never left Shanghai before that, 
but I was recruited firstly as the head of underwriting 
and claims, then after three years I became chief 
underwriter.”

Ni would meet his future wife at Standard Life. She 
was based out of the Nanjing office, so in 2010, he 
moved to the city to take up an in-house role as risk 
and insurance manager at RGE China.

RAW MATERIAL
RGE is a global holding company for a group of 
resource-based manufacturing companies, with 
operations in pulp and paper, palm oil, specialty 

cellulose, viscose staple fibre and energy resource 
development. With operations in Indonesia, China 
and Brazil, its businesses – and industry sectors – 
present Ni with a challenging risk profile to navigate. 

“My role [at RGE] is firstly about supporting and 
handling ERM (enterprise risk management). The 
second aspect is following EHS (employee health and 
safety) issues and business continuity issues,” he says.

“We need to do enterprise risk management first. 
According to the results of the ERM, we can know 
which risks we can transfer to insurance... We needed 
to identify the different types of risks and how serious 
the risks were because more and more entities are 
being set up in China, [and we are] building more 
factories. So we needed to know to understand the 
different risk levels of the different entities,” he says.

The role involves working alongside insurance 
brokers and their risk engineers to gather information 
on the risks and the insurance solutions needed to 
cover certain risks, explains Ni.

TRADITIONAL OUTLOOK 
RGE sees business continuity as its greatest risk. “We 
need to keep the production lines running,” he says. 
“We cannot accept any issues happening. So we need 
to support all related departments [and] people to 
make sure that no big issues happen.”

Other major concerns stem from the external 
environment, such as the economy and China’s 
industrial transformation. However, in spite of growing 
societal worries about cyber risk as a whole, it is not a 
large issue for the group, says Ni. 

“More and more people are discussing cyber risk, 
but in our group it seems that our bosses don’t think 
it’s so serious or urgent that we need to consider 
solutions. That is probably different to the other 
companies – we are very traditional.”

Ni expects this to change in the next few years. But 
he expects his key focus to remain fixed on economic 
risk, regulatory risk and risks associated with the 
industrial transformation. 

He does believe that risk management will 
become increasingly important in China: “There 
are not enough qualified people in China to do risk 
management,” he says.

“Sometimes we ask the insurance brokers or other 
external consultancies to [offer] support because our 
experience is very limited.

“If we do more improvements in China, more 
and more people [will] know the importance of 
risk management.”

“WE NEED TO KEEP 
THE PRODUCTION 
LINES RUNNING. WE 
CANNOT ACCEPT 
ANY ISSUES 
HAPPENING.”
RGE China risk and 
insurance manager 
Tony Ni
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Two years into her role as Cummins China risk and insurance 
manager, Maggie Sun spoke to StrategicRISK about how 
she made the move to an in-house role and where she 
believes the future of the profession lies in China. 

“I’m too young to be a risk manager.” 
That was Maggie Sun’s first thought had when 

she was asked to become the sole risk and insurance 
manager for Cummins in China. 

At 30, Sun was at least a decade younger than 
most of her risk management peers. But the hiring 
managers of the global power manufacturing group 
clearly thought she was wise beyond her years. 

“When I was a broker I wished someday I would 
become a client. And even though the opportunity 
came very early for me, I decided to give it a try, even 
though I thought I was too young,” she says. 

In the course of our hour-long interview, her self-
deprecating nature shines through. She is quick to 
praise the support of others, and the opportunities – 
and, at times, luck – that she has enjoyed. 

Sun is one of a select group of risk managers who 
chose a career in insurance. 

She majored in insurance at the Shanghai 
University of Finance and Economics and was one of 
only two in her class to pass the American Insurance 
Institution’s Chartered Casualty and Property 
Underwriter examinations. 

“When I filled in the university application, I 
knew nothing about insurance. But I thought that 
everybody needs insurance cover – not only the 
personal but also the company. At that time in China, 
[insurance] was in the early stages of development, 
so I thought there would be many opportunities for 
me in my career.”

On that score, she wasn’t wrong. 

CREATIVE ENDEAVOURS
Upon graduation, AIG in Shanghai snapped her up 
for an account executive role. After just a year on the 
underwriting side of the fence, however, she moved 
to Beijing and to broking – first with Aon and then 
with Marsh. 

“In the beginning, most of my clients were 
multinational clients which had local operations in 
China,” Sun says. 

Targeting local organic growth, brokers in 

The trip of a lifetime

“WHEN I WAS A 
BROKER I WISHED 
SOMEDAY I WOULD 
BECOME A CLIENT. 
AND EVEN THOUGH 
THE OPPORTUNITY 
CAME VERY EARLY 
FOR ME, I DECIDED 
TO GIVE IT A TRY, 
EVEN THOUGH I 
THOUGHT I WAS 
TOO YOUNG.”
Cummins risk and 
insurance manager 
Maggie Sun

China turned their attention to Chinese domestic 
companies that were beginning to realise the value 
of insurance broking firms. 

“More and more domestic clients came to my 
desk,” says Sun, who was enjoying the challenge. 

“It’s even more creative than servicing a 
multinational client because local domestic 
companies know less about insurance and don’t 
have the awareness or the knowledge of the cover or 
what type of insurance they can have. 

“So, as an insurance broker for a domestic 
company, I feel it’s more interesting than just 
servicing a multinational client in China. It’s more 
challenging.”

One of Sun’s favourite clients during her time at 
Aon was Cummins. “I [always] liked the company, 
the company culture and the way they put risk 
management as one of their important philosophies 
is very attractive to me,” she says. 

The feeling was clearly mutual and in February 
2015, she joined the team. 

TOTALLY NEW
She’s now part of the group risk and insurance 
team of 16 people, with 10 of those based out of 
the group’s head office in America and the rest 
responsible for various regions around the world. 

Sun’s remit includes China, Mongolia and Hong 
Kong. In her role, she’s responsible for insurance 
coverage consistency, claims management, and risk 
mitigation and loss prevention. The last of these is 
the most important and interesting part of her work, 
she says. And also why she took the job. 

“I’d never done risk mitigation and loss 
prevention before as a broker, so it’s a totally new 
area for me and that’s very attractive,” she says. 

“The most important responsibility as a risk and 
insurance manager in Cummins is the risk mitigation 
and loss prevention work. This is also a fundamental 
of our business operations.”

When asked what a typical day looks like, she 
breaks her workload into quarters. Q1 is research. 
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“We travel around China, including to our JVs and 
our consolidated entities, to do the risk surveys to 
evaluate their loss prevention work,” she explains. 

“In the second quarter, we consolidate the 
research and give a comprehensive report to our 
China leadership about the work.” Q3 and Q4 is 
renewal season.

When pressed on what the risk surveys involve, 
Sun focuses on the key operational risks of the 
business and its sites. But it goes beyond this, she 
says: “We want to embed the risk management 
philosophy into the DNA of the business.

“As a diesel engine manufacturer, it’s crucial 
to make sure our operation is safe – the machine 
safety, the fire protection, the employee safety. It’s 
our number-one priority and focus with regards to 
business continuity and business resilience.”

Recent crises have also caused her to refocus and 
reassess her risk management processes, she says.

The 2015 Tianjin Port explosion “set an alarm” to 
the industry, she says. 

“One of the lessons learned from this incident,” 
she says, “is we need to monitor the supply chain risk, 
we need to look at how we managed our warehouse 
protection and warehouse safety, and review whether 
our insurance coverage was sufficient.”

The Hanjin shipping bankruptcy had a similar 
effect. “It makes every multinational company 
feel unsafe or uncertain about their supply chain 
stability,” she says. 

Looking forward, she expects cyber risk to 
become more prevalent for her locally. 

“China’s insurance market is a little bit slower to 
the response to cyber risk, but our customers are 
expecting more from Cummins every day, so we adopt 
many digital services and that brings some potential 
cyber risks: our customers’ data, our products data, 
our clients’ information and also our commercial 
information is all in the internet,” she says. 

A LIFELONG COMMITMENT
Sun accepts that she is lucky to work for an 
international company where she can learn about 
risk management from more sophisticated markets. 

Many risk professionals in China are not as 
fortunate, however. “Some of them are more like 
an insurance manager rather than a risk manager,” 
she says. “But insurance is not such a difficult thing 
and you can rely on your broker or insurer to help 
give you a solution. For the fundamentals of risk 
mitigation and loss prevention, a risk manager plays 
a more complicated role to collaborate with cross-
functions within the business.”

She’s also focused on becoming embedded with 
the strategic developments of the company. 

“A robust risk manager needs to engage in the 
whole lifetime of the business operation – from 
the beginning of a design, for example, to the final 
operations,” she says. 

“It’s a whole lifetime’s work of a risk manager 
to embed the philosophy and risk and insurance 
knowledge and awareness into the business.”

And with all that youth on her side, there’s surely 
much more to come in her lifetime.

“AS A DIESEL 
ENGINE 
MANUFACTURER, 
IT’S CRUCIAL  
TO MAKE SURE  
OUR OPERATION  
IS SAFE.”
Cummins risk and 
insurance manager 
Maggie Sun

www.strategic-risk-global.com < 2017 GREATER CHINA EDITION StrategicRISK  15



All products and services are written or provided by subsidiaries or affiliates of American International Group, Inc. Products or services may not be available in all countries, and coverage is subject to actual 
policy language. Non-insurance products and services may be provided by independent third parties. For additional information, please visit our website at www.AIG.com.

With new offerings such as Client Centric 
Analytics, smart partnerships, and investments 
in forward-thinking solutions like wearable 
devices for improved worker safety, 
AIG is helping clients embrace innovative 
technology and every new opportunity. 
To learn more, visit AIG.com/innovativetech

Insuring the impossible.Insuring the      possible.

AIG15171_Innovative_Tech_Print_REV_A4 Mar16.indd   1 11/03/16   3:19 PM



Asia has been a hotbed of economic growth for 
years – propelled to the forefront of global trade by a 
mighty Chinese economy. Emerging markets such as 
Indonesia and Myanmar have added fuel to the fire, 
while more established but still growing economies, 
such as Japan and India, have brought further 
impetus to Asian economic progress.

More recently, however, a slowdown in the region 
has put a dent in optimism and increased pressure 
on businesses. In fact, research from Aon, published 
as part of its 2017 Market Review, found that there 
has been a significant increase in defaults across 
Asia. China has seen a 20% increase, Taiwan 17%, 
Singapore 15% and Hong Kong 15%.

Australia is also in the doldrums. According to the 
NCI Trade Credit Risk Index, produced by specialist 
broker NCI, 2016 had the highest rate of insolvency 
activity since its records began in 2008.

IN THE RED
Trade credit insurance is considered the ultimate 
protection against bad debts, whereby debtors are 
insured against the risk of insolvency, protracted 
default or political events.

“Trade credit insurance is still widely unknown and 
despite the best efforts of our industry to highlight 
the risks of non-payment of credit risks, a bad debt 
does not hit home until it occurs,” NCI managing 
director Kirk Cheesman says. “Companies insure their 
buildings, plant and equipment and cars, but for 
some reason do not place enough emphasis on the 
potential risk and damage a bad debt can have.”

But Aon head of trade credit risk for Asia, Helen 
Clark, says the rise in defaults has sparked an 
interest in trade credit insurance from risk managers 
and insurance buyers. “When I came to Asia seven 
years ago, there was little awareness of trade credit 
insurance, and the market has now evolved massively 
following investment and education around the 
abilities of the product,” she says.

AIG Asia-Pacific head of trade credit, surety and 
political risk, Christopher Shortell, agrees. “The 

frequency and severity of non-payment claims has 
risen across all markets in Asia, particularly in China 
and India,” he says. “Ongoing global political and 
economic uncertainty is also feeding ongoing and 
growing interest in trade credit insurance.”

REPOSITIONING
As well as encouraging interest in the product, the 
challenges have caused problems when it comes to 
turning a profit. “Both 2015 and 2016 were not good 
years for most trade credit insurers in Asia,” Clark says. 
“At the end of 2015, there was a significant repositioning 
in credit lines and pricing, and that continued into 2016. 
Most of that has now stabilised, but rates have risen by 
between 5% and 15% in the past 12 months.”

Capacity has also fallen in recent years. “Many 
insurers overheated in commodities and found 
themselves with something they didn’t understand as 
new business models evolved,” Clark says. “As a result, 
steel capacity has really reduced, and for a period in 
2016, insurer focus was more on cleaning up what 
they already had, rather than taking on new business. 
But that is changing and we need to work hard to 
ensure we have enough capacity going forward.

“Insurers are being more selective in some sectors, 
and one or two underwriters are still trying to stabilise 
their books. But the majority of the market has 
repositioned and is focused on what business they 
want to take on.”

< DEBT

Falling optimism and crashing commodity 
prices mean that money is tight at many 
Asian companies. As a result, trade credit 
insurers have had their fingers burnt.

Insurers suffer as  
Asian defaults multiply

Increased uncertainty 
surrounding invoice payments, 
and the increased risk of default, 
have led to insurers completing 
more due diligence before 
accepting a client.

“The surrounding risk 
management support is 
important,” Aon’s Helen 
Clark says. “Insurers need to 
understand the risk manager’s 
business, and the risk manager 
needs an insurer who wants  
to understand the business  
and have the knowledge and 

CHECKS AND BALANCES
insight of the sector.”

It is also important, says 
AIG’s Christopher Shortell, for 
insurance buyers to assess 
the security of their insurance 
partners, to ensure that they will 
be able to provide the support 
needed in the event of a claim.

“Clients of trade credit 
insurers need to make sure that 
their insurance partners are 
financially secure and reliable 
when it comes to handling 
claims and default situations,” 
he says.
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I
f the power and influence of shareholder 
activism has so far passed you by, don’t 
expect to remain in ignorance for long 
– it is picking up steam in Asia at a quite 
staggering rate.

Across Asia, the phenomenon inspired 77 
campaigns in 2016, a 48% uptick compared to the 
previous year’s 52, according to Activist Insight and 
Schulte Roth & Zabel LLP’s annual Activist Investing 
report. It suggests Asia could be going the way of the 
US, which witnessed 450 campaigns in 2016.

Just ask Japanese electronics and energy giant 
Toshiba, which faces a damaging lawsuit in the wake 
of an accounting scandal that surfaced in 2015. 
Four major trust banks – Mitsubishi UFJ Trust and 
Banking, the Master Trust Bank of Japan and units 
under Sumitomo Mitsui Trust Holdings and Mizuho 
Financial Group – are seeking compensation, 
running into billions of yen, after the book-padding 
issue hammered Toshiba’s share price.

TWO OF A KIND
So, what exactly is shareholder activism? In a joint 
statement to StrategicRISK, Steven Balet, senior 
director, strategic communications, Perth, and 
Jason Frankl, senior managing director of the 
Forensic & Litigation practice at FTI Consulting, 
identified two distinct types: economic activism, 
and governance and/or social issue activism.

“Economic activism is frequently led by hedge 
funds and often calls on the company to make a 
change that the hedge fund believes will create 
value for the company in the shorter term,” say Balet 
and Frankl. “This type of activism may call for a 
company to sell itself, conduct stock buybacks, spin 
or sell an asset, or cut expenses and make other 
operational changes.”

The second type of activism concentrates on 
governance and/or social issues.

As the duo explain: “These campaigns are often 
led by individuals, pension funds or unions.

“Although these are two separate types of 
activism, they may, and often do, overlap. In fact, we 
have seen cases of pension funds partnering with 
hedge funds in activist campaigns at companies.”

Jeremy Leibler, partner at law firm Arnold 

A US cultural export, shareholder activism, 
could be one of the high-profile risks of 2017.

Bloch Leibler, says shareholder activism is not new: 
“However, in the last five to 10 years, it has become an 
established and recognised asset class, which is now 
starting to gain mainstream acceptance, particularly 
in the US”. One major reason “is the willingness of 
institutions to team up with activist funds and activists 
to agitate for change in companies”.

Josh Black, editor-in-chief of Activist Insight, says 
a number of factors lie behind shareholder activism’s 
recent growth.

“Investors have been expected to take a more 
proactive role in supervising corporate governance 
since the financial crisis,” he says, “while in the 
US, regulations limiting the type of information 
companies can provide to major shareholders and 
mandating proxy voting have made the broader 
shareholder base more interventionist and friendly to 
shareholders who hold management to account.”

Why more and more Asian 
shareholders are getting restless

“BOARDS SHOULD 
QUESTION 
MANAGEMENT 
DECISIONS AND 
ASK THEMSELVES 
THOSE QUESTIONS 
THAT AN ACTIVIST 
IS LIKELY TO ASK.”
Activist Insight editor 
Josh Black
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Japan and Australia in particular have seen this 
rising tide – and other Asian countries should expect 
the same, say Balet and Frankl. “As more countries are 
changing their corporate governance rules to allow 
for greater shareholder engagement with companies, 
we expect more activism to follow,” they explain.

Black says relatively transparent markets are likely 
to see more activist activity in the coming years, 
especially where corporate scandals have tarnished 
management. He adds: “Singapore seems to be 
becoming a more active market, albeit partially led 
by local investors. We have also noted some activism 
in China, although controlling shareholders and 
government policy will likely limit this.”

Leibler says that the nature of the activism may 
manifest itself differently in light of the cultural 
differences between the US and Asia, as it has in 
Australia: “American funds are more litigious and 

more aggressive, where in Australia much of the 
activism is taking place behind the scenes and I’d 
expect to see that quieter, more subtle approach 
adopted in Asia.”

DISAGREEMENT
Why might shareholders try to influence a 
corporation’s behaviour? Chiefly, to unlock or enhance 
shareholder value by changing the firm’s behaviour.

Most activism comes from shareholders 
disagreeing with the pace or direction of strategy. 
In some cases, there could be opposition to 
management; at other times, activists want to see 
a firm sold or think management is selling it too 
cheaply. So, how should a company prepare for this as 
part of its risk mitigation strategy?

“By analysing its actions from an investor’s 
perspective,” say Balet and Frankl. “This is slightly 
different than analysing from the perspective of an 
activist. A company must communicate to the market 
in a way that highlights the thoughtfulness of the 
board’s evaluation of the issues and the changes they 
have discussed and implemented.

“In the end, all activist campaigns are about 
whether change is needed at a company. In order to 
properly prevent or defeat activism, a company must 
have communicated the changes they have made.”

Black agrees that perhaps the most critical thing a 
company can do is to communicate its strategy clearly 
and heed traditional shareholders’ views.

“Boards should also question management 
decisions and ask themselves those questions that 
an activist is likely to ask,” he says. “Several advisory 
firms will review the composition of boards to give the 
broader shareholder base’s perspective.”

He adds that in an activist situation, independent 
directors are likely to have to justify their actions 
separately from management, so it helps to put some 
distance between the board and the chief executive.

Leibler says companies must deal with any 
governance deficiencies that could be used as a 
point of leverage: “When boards look at themselves 
in the same way an activist might look at them, that 
means avoiding any inconsistencies between their 
public disclosures and other public statements, 
and developing and implementing sophisticated, 
meaningful shareholder engagement policies.”

Should it garner enough high-profile victories, 
shareholder activism is set to snowball across Asia. 

Risk managers would be well advised to prepare 
for this eventuality.

“AMERICAN 
FUNDS ARE MORE 
LITIGIOUS AND 
MORE AGGRESSIVE. 
IN AUSTRALIA, 
MUCH OF THE 
ACTIVISM IS TAKING 
PLACE BEHIND 
THE SCENES 
AND I’D EXPECT 
TO SEE THAT 
QUIETER, MORE 
SUBTLE APPROACH 
ADOPTED IN ASIA.”
Arnold Bloch Leibler 
partner 
Jeremy Leibler
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Although certainly turbulent at home, US president 
Donald Trump’s first 100 days in office were less 
disruptive in Asia than many expected. 

A summit with Chinese president Xi Jinping 
proceeded relatively smoothly, and threats to 
designate China a currency manipulator or impose 
blanket tariffs on its imports were not carried out. 
Then, in early May, the US and China announced 
a ‘trade deal’, which the White House heralded as 
‘gigantic’ – the first fruits of the 100-day period agreed 
at the summit to work on addressing trade disputes. 

The more alarming predictions for US-China 
relations that followed the 2016 election have thus 
faded, and a relatively undramatic narrative has 
emerged: Trump is fighting too many more immediate 
battles to pick one with China, and his campaign 
threats were just rhetoric, or at least have run into 
the same realities of office that constrained his 
predecessors’ options in Asia. There is much truth in 
this, but troubling fundamentals still portend friction.

ANOTHER 100 DAYS
It always looked likely that the ‘100 days’ plan would 
see China offer concessions to nudge the trade 

Donald Trump’s campaign rhetoric may 
have been just bluster, but troubling 
fundamentals indicate friction ahead.

No fireworks at the  
US-China trade summit

balance and deliver some ‘Tweetable wins’ to Trump. 
This is what we are seeing so far. The recent deal will 
remove a ban on US beef imports, give “full market 
access” to electronic payments providers, speed 
up decisions on several US biotech firms’ product 
approvals and allow US credit ratings agencies to 
provide services in China without joint ventures. 

The concessions are very significant for companies 
affected, and there may be more to follow – the 100-
day period runs into July. But we will not see the kind 
of fundamental shift that some in Trump’s team have 
demanded. Nor is it likely to address the more realistic 
demands of many foreign businesses in China, which 
have little to do with currency, trade deficits and 
explicit, formal market-entry barriers. Companies may 
see reduced market access and approval barriers as 
compared to their established local competitors as 
well as multiple potential regulatory complications, 
for example involving cyber security laws in financial 
services, which could hamper foreign firms. 

These first outcomes suggest that the process will 
not alter the trend of increasing regulatory risk and a 
tougher business environment for US firms in China. 
It seems increasingly likely that Washington will be 
satisfied with narrow, selective concessions, which 
China can make without altering its fundamental 
trade practices or addressing foreign companies’ 
challenges. A nexus of opaque regulatory enforcement 
and industrial policy, which sometimes favour local 
companies and disadvantage foreign competitors, has 
been a growing concern and is not addressed so far.

The risk of an escalation in tit-for-
tat actions leading to a ‘trade war’ 
remains low, but trade is likely to 
re-emerge as a source of friction at 
some point in Trump’s term. With the 
fundamentals of US-China trade and 
investment unchanged, neither the 
trade deficit nor complaints among 
the US business community in China 
will be greatly alleviated unless more 
broadly based principles of reciprocity 
and market access are broached. 

Indications are that Trump is happy 
to take more limited concessions 
and avoid a collision with Beijing, 
but it is too early to write off his 
past tough talk as empty rhetoric. 
Meanwhile, with the Communist 
Party’s five-yearly national congress 
due this autumn, Xi does not need 
a head-on confrontation with the 
unpredictable new leader. Xi will be 
happy with a policy of relatively low-
cost ‘appeasement’ towards Trump. 

But he is not likely to make the kind 
of fundamental changes that Trump’s 
past positions suggest he wants. 

While a clash between these two 
looks improbable, the underlying US-
China fundamentals remain troubling. 
Their tentative reconciliation could 
prove fragile as they get more deeply 
into co-operation on the fraught topic 
of North Korea, and get beyond the 
symbolic low-hanging cherry-picking 
mode of trade diplomacy.

COLLISION POSTPONED? 

ANDREW GILHOLM
PRINCIPAL AND 
DIRECTOR OF ANALYSIS 
GREATER CHINA  
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CONTROL RISKS
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