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In September 2013, Chinese President Xi Jinping
proposed building a "Silk Road Economic Belt" and the
"21st Century Maritime Silk Road". Thereafter, it gained
the attention of the international community, especially
from countries along the “Belt and Road” (B&R) and the
business community around the world, especially in
China. Economic cooperation between the enterprises is at
the core of promoting the B&R economies, as one of the
primary ways to improve the well-being of people along
the route. This past weekend at the B&R summit, this has
received even greater impetus between heads of states and
governments.
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Overview of B&R economies

China’s GDP is nearly equivalent to the overall GDP of 64 B&R countries
According to China State Information Centre, it is
estimated that at the end of 2016, the 64 B&R countries
recorded a combined GDP of about USD 12 trillion, 16% of
global GDP, while China’s GDP was USD 11 trillion. That
is to say, China's economic strength nearly equalled the
sum of these 64 countries. The total population of these
countries is 3.21 billion, 43.4% of the world total, and
about 2.3 times China’s 1.38 billion. China's per capita
GDP is roughly two times the average of B&R countries,
which means that the economic development of many
B&R countries lags behind China.

Global share of GDP
China
14.9%

64 B&R
countries
16.0%

Other
Countries
69.1%

Global share of population
China
18.5%
Other
Countries
38.1%

64 B&R
countries
43.4%

Global share of trade value
China
11.2%

64 B&R
countries
21.7%

Other
Countries
67.1%
(Source: China State Information Centre)
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Total GDP in major regions of “Belt and Road”
(USD billion)
Middle East

3647

South Asia

2915

Southeast Asia

2580

Central and
Eastern Europe

1503

Russia

1133

Top ten B&R economies account for
64% of overall GDP of B&R countries
There are 64 B&R countries, and the sheer scale means
that many enterprises are at a loss in terms of where to
begin. The existing data is basically classified by
geographical area into several large regions, but this is of
little practical use when making business decisions. In
order to facilitate enterprises’ business decisions, we
classified the countries according to size of economy. In
geographical classification, we also considered the
cultural factors:
• Southeast Asia (i.e. 11 ASEAN countries)

Central Asia

• South Asia (eight countries)

237

Source: Data for 2016 from China State Information Centre,
PwC analysis

• Central Asia (Mongolia is classified as a Central Asian
country, a total of six countries)
• Middle East (also often referred to as West Asia and
North Africa, a total of 19 countries)

Population distribution in the six B&R regions
(million people)

• Central and Eastern Europe (traditional Central and
Eastern Europe 16+ Ukraine+ Belarus + Moldova, a
total of 19 countries)
• Russia (across Eurasia, listed separately)

Southeast
Asia
639
20%
South Asia
1,745
54%

Middle East
435
14%
Russia
146
5%

Central and
Eastern Europe
175
5%

Central Asia
73
2%

Source: Data for 2016 from China State Information
Centre, PwC analysis
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By GDP, Middle East is at the top followed by South Asia,
while Southeast Asia, which is most closely associated with
China and with whom Chinese companies are generally
familiar, accounts for only about 22% of total GDP of the
B&R countries. Although the population of the Middle
East is only 14% of that of B&R countries, its GDP
accounts for 30% of B&R countries. Its per capita GDP of
over USD 14,000 is the highest amongst B&R countries,
and is also much higher than China's per capita GDP of
USD 8,000.
Throughout the B&R countries, South Asia and Central
Asia’s per capita GDP are all less than half of China’s, with
Russia close to China, while Southeast Asia and Central
and Eastern Europe are slightly higher than that of China.
The per capita GDP can probably be used to understand
the level of local economic development.
Coincidentally, the top ten largest B&R economies are
basically located in all of the above areas except Central
Asia. Among these countries, half of them are in the
Middle East. Among the top 20 economies, there are seven
Middle Eastern countries, with five Southeast Asian
countries accounting for one quarter of B&R economies.
Top ten and 20 B&R economies accounted for 64% and
83% of the overall GDP of the B&R countries, respectively.

GDP of top ten economies of “Belt and Road”
(USD billion)
India

2,289

Russian
Federation

1,133

Indonesia

937

Turkey

751

Saudi Arabia
Poland

618
474

Thailand

410

Iran, Islamic Rep.

386

Egypt, Arab Rep.

331

United Arab
Emirates

325

Source: Data for 2016 from China State Information
Centre, PwC analysis

Therefore, we believe that for most of the Chinese
companies, the top ten economies are the key in
developing the B&R market. Chinese enterprises with a
higher degree of internationalisation should target the top
20 economies, because the economies of the 44 remaining
countries account for only 17% of B&R countries, with only
four countries’ GDP exceeding USD 100 billion, namely
Romania, Qatar, Hungary and Kuwait. That is to say, if a
country’s GDP is less than USD 100 billion, it is unlikely to
have projects valued in the billions of dollars which will
not appeal to large Chinese enterprises.
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Middle East and South Asia’s GDP accounts for half of the
GDP of all B&R countries
As mentioned, 19 Middle Eastern countries make up the largest economic values of B&R countries.
In 2016, its total GDP was about USD 3.6 trillion, which is one third of the GDP of all B&R
countries. The eight South Asian countries are in second place with their GDP at nearly USD 3
trillion, accounting for one quarter of the GDP of all B&R countries. Middle Eastern and South
Asian economies account for more than 55% of the GDP of all B&R countries.
Because of their geographical location, Chinese companies are more familiar with Southeast Asia,
the third-largest region along B&R. The China-ASEAN free trade agreement is another important
reason for the close relations between China's economy and Southeast Asia. Although Middle East
and South Asia account for over half of the total economic size of the B&R, their trade and
investment with China are relatively small, so for enterprises, there are broader prospects and
greater room for investment and trade.

South Asia has the largest population, lowest per capita
GDP and the largest single market
GDP per capita of the six regions of B&R (USD)
14,233

9,552

9,953

Southeast Asia

East Europe

7,743

2,781

South Asia

3,417

Central Asia

Russia

Middle East

Source: Data for 2016 from China State Information Centre, PwC analysis

Population distribution of the 3.21 billion people of the 64 B&R countries is extremely uneven.
There are eight countries in South Asia, of which, India, Pakistan and Bangladesh are in the top five
of the top ten most populous B&R countries. Large population also implies a larger single market,
with three countries’ population of 1.66 billion, accounting for more than half of the population of
B&R countries. When combined with a few other South Asian countries, the regional population is
1.74 billion, accounting for 54% of the population of all B&R countries.
In the six geographic regions of B&R, according to our criteria, although South Asia has a large
population, its economic output accounts for only 24% of B&R countries, which is low compared
with other regions. But the three huge single markets have an importance for Chinese enterprises
that should not be overlooked. From the perspective of medium- and long-term economic
development, a large population means a big potential market.
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Prospects for future economic cooperation
between China and B&R countries
The Belt and Road Forum for International Cooperation (BRF) was held in Beijing from 14 to 15 May 2017. According to
China’s Ministry of Foreign Affairs, 29 heads of states and governments attended this high-level conference since the
grand vision was put forward by President Xi Jinping in 2013. Economic cooperation is expected to be the top priority
of this forum. So which areas are likely to achieve breakthroughs?

Signing free trade agreements
According to China State Information Centre, the total
value of international trade of the 64 B&R countries
amounted to USD 7.2 trillion in 2016, accounting for
21.7% of the global trade. China’s total international trade
amounted to USD 3.7 trillion, accounting for 11.2% of the
global trade, nearly half the level of the B&R countries. In
2016, China’s trade with B&R countries was about USD
950 billion (USD 587.5 billion in exports and USD 366.1
billion in imports), accounting for about 25.7% of China’s
total trade values.

Statistics suggests that, other than the ASEAN member
countries, there is a gap between the economic sizes of
major B&R economies and their trade values with China.
For example, among the top ten economies of B&R
nations, Turkey (ranking fourth), Poland (ranking sixth)
and Iran (ranking eighth) are not listed as China's top ten
trading partners. There are six ASEAN member countries
among the top ten economies that have the most trade
with China, primarily due to the China-ASEAN free trade
agreement.

Value of trade with China: top ten trading nations with China along the B&R routes
(USD billion)
Vietnam

98

Malaysia

87

Thailand

76

Singapore

70

India

70

Russian
Federation

70

Indonesia

54

Philippines
Saudi Arabia
UAE

47
42
40

Data from: Wind 2016 data, PwC analysis
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Perhaps, signing free trade agreements is the most
effective way for China to expand its trade with the B&R
countries. However apart from the ten ASEAN countries,
the varied levels of economic development of the 54 B&R
countries makes it relatively complicated to promote free
trade with all these nations at the same time.
In addition, it could be difficult to replicate the ChinaASEAN free trade agreement with the other five major
B&R regions (namely South Asia, Central Asia, Middle
East, Central and Eastern Europe, and Russia) as they do
not have similar regional cooperation mechanisms like

PwC

ASEAN. While Central Asian and Central and Eastern
European countries are relatively smaller economies, they
could be ideal targets for collaboration to launch collective
free trade negotiations under the current cooperative
mechanism such as the 16+1.

Another approach to promote free trade could be to start
negotiations from “fan out from point to area” with the top
ten or 20 economies of B&R (although six ASEAN
countries are included in the top 20 economies). Despite
the differences, the five Middle Eastern countries in the
top ten economies could be particularly targeted.
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Opening up stock and bond markets
The Government work report approved at the National People’s Congress in 2017 made it clear
that it supports foreign investment enterprises to list in China’s stock exchanges and issue bonds.
However, the reality is that the local stock and bond markets of developed countries are more
mature than those of China and hence, multinational enterprises are not keen to be financed in
China.
In addition, it may be of greater significance to support enterprises of B&R countries to be listed
on China’s stock markets.
The Chinese Government has made it clear that it "supports Governments and enterprises of B&R
with high credit ratings as well as financial institutions to issue yuan-denominated bonds in
China”. We expect this area to rapidly develop soon after the BRF summit. In addition to
Renminbi (RMB) bonds, there might be demand for US dollar bonds as well.

As the data suggests, among all the stock exchanges in the B&R countries, none is comparable with
those in Shanghai, Hong Kong and Shenzhen, in terms of total market values. If scale of domestic
market is taken into account, stock markets of Singapore and India have a comparative advantage
among the B&R countries.
The gap between B&R countries and China in the bond market is even greater. There are only 53
countries that have bond statistics, and the total size of the bond market was about USD 7.5 trillion
in 2016, while the bond market of mainland China (not including Hong Kong) was worth close to
USD 16 trillion.

Top ten stock exchanges along “Belt and Road” countries and China
(USD billion)
Shanghai
Stock Exchange
Hong Kong
Stock Exchange
Shenzhen
Stock Exchange
Mumbai Stock
Exchange of India
National Stock
Exchange of India
Singapore
Stock Exchange
Moscow Stock
Exchange of Russia
Thailand
Stock Exchange
Indonesia
Stock Exchange
Saudi Arabia*

4,422
3,437
3,414
1,764
1,734
697
610
448
437
436

Source: Wind, PwC analysis (Note*: Central Department of
Statistics & Inform of Saudi Arabia, exchange rate is based on
the close price of 28 Feb 2017)

The RMB capital that enterprises from B&R countries could gain from China's stock and bond
markets can not only be used for trade, investment and commercial activities with China and
Chinese enterprises, but it can also circulate within the B&R or other regions. This will greatly
promote the economic cooperation between China and these countries. It can also enable the
internationalisation of RMB and ease the domestic "asset shortage for investment”, providing
more investment opportunities for Chinese residents and businesses.
PwC

10

Promoting RMB
internationalisation
Just like RMB’s internationalisation process, B&R
development will be a long and slow process. But these
two are the key drivers of China's future economic
development and deeper integration with the world. If
China’s economic globalisation is an arrow shot out of a
bow, then B&R is the bull’s eye while RMB
internationalisation is the feathers on the arrow, helping
the arrow’s trajectory to hit the target.
For example, oil and gas trade between China and Russia
are priced and settled in RMB. As the world's largest
importer of energy and minerals, China can promote RMB
pricing and settlement with other B&R economies for
energy and mineral trade. Oil products are the top trading
products for B&R countries at USD 948.7 billion,
accounting for 26.2% of total exports of B&R countries in
2015.
Promoting RMB internationalisation in major economies
of B&R than in the developed countries is more likely to be
successful. This is also consistent with China’s overall
development goal of first "regionalisation" and then
"internationalisation" of the RMB.
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Creating opportunities from preferential policies
In 2016, overseas investment by Chinese companies
entered into a "new era". According to PwC statistics,
overseas mergers and acquisitions of mainland China’s
enterprises amounted to USD 221 billion, an increase of
246% and almost 3.5 times of 2015. As the RMB
continued to fall against the dollar in 2016, foreign

exchange controls were strengthened and foreign
investment approvals slowed down, adversely impacting
the willingness of enterprises to expand overseas. China’s
investments in B&R countries, though recently increased,
remained at a low level with the exception of Singapore.

Top ten B&R countries for China’s direct foreign investment
(USD million)
Singapore

10,452

Russia

2,961

Indonesia

1,451

UAE
India

1,269
705

Turkey

628

Vietnam

560

Laos

517

Malaysia

489

Cambodia

420

When Chinese enterprises invest abroad, economic
returns and risk management are often top priorities.
Since the majority of Chinese enterprises have limited
international exposure and restricted knowledge of
overseas markets, developed countries often get preferred
over most B&R economies. Therefore, domestic policy
support will be critical in encouraging Chinese companies
to invest more in the B&R countries. Of course, these
preferential policies must be based on market-oriented
commercial activities with clear economic mandates to
develop sustainable business. It is worth mentioning that
economic interests were the core drivers of the flourishing
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Data from: Wind 2015 data, PwC analysis

ancient Silk Road. Without economic interests, the Silk
Road could not survive.
As elaborated in the Vision and Actions on Jointly
Building Silk Road Economic Belt and 21st-Century
Maritime Silk Road that was released in April 2016, the
Chinese Government insisted that the B&R initiative
would follow market principles. This means the initiative
will abide by market rules and international norms while
accepting the decisive role of the market in resource
allocation and the primary role of enterprises in B&R
development. Only by doing so can the B&R initiative
sustain its long-term development.
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Appendix: Miscellaneous economic data of B&R
countries
Top 11-20 B&R economies
Top 11-20 B&R economies, by GDP
(USD billion)
Philippines

310

Malaysia

309

Israel

306

Singapore

295

Pakistan

270

Bangladesh

226

Vietnam

201

Czech Republic

185

Syrian Arab Republic

185

Romania

182

Source: Data for 2016 from China State Information Centre, PwC analysis

Top ten most populous B&R countries
Top ten most populous B&R countries
(million people)
India

1,310

Indonesia

259

Pakistan

190

Bangladesh

162

Russian Federation
Philippines

146
104

Vietnam

93

Egypt, Arab Rep.

90

Iran, Islamic Rep.

80

Turkey

79

Source: Data for 2016 from China State Information Centre, PwC analysis
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Top ten B&R countries in terms of per capita GDP
Top ten B&R countries in terms of per capita GDP
(USD)
Qatar

66,276

Singapore

52,751

Israel

35,904

United Arab Emirates

32,989

Kuwait
Bahrain

25,138
22,805

Brunei Darussalam

21,513

Slovenia

21,206

Saudi Arabia
Estonia

19,313
18,178

Source: Data for 2016 from China State Information Centre, PwC analysis

Bottom ten countries in terms of per capita GDP
Bottom ten countries in terms of per capita GDP
(USD)
Afghanistan
Tajikistan
Nepal
Kyrgyz Republic

528
722
760
995

Cambodia
Yemen, Rep.
Bangladesh

1,235
1,281
1,401

Myanmar

1,416

Pakistan

1,422

Syrian Arab Republic

1,489

Source: Data for 2016 from China State Information Centre, IHS forecast, PwC analysis
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