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China’s Greater Bay Area: The Essential

Executive summary

We launch our inaugural joint policy research on China’s Greater Bay Area
(GBA) with the assistance from Joy Rich Securities Investment’s
Guangdong-Hong Kong-Macau Greater Bay Area Academic Research
Group. Here we highlight what comprises GBA, timeline, comparison
against major economies and other bay areas, deep-dive research into key
industries and policies toward each part of GBA. China is a Policy-induced
story and GBA is in the Chinese government’s interest to prosper. We
believe the composition of 9 cities and 2 special administrative regions,
together with policy support by the Chinese government provides a
backdrop for rising credit growth backed by productivity. We will continue
to monitor credits which either are based in GBA or will benefit from the
GBA scheme (EXHIBIT 9).

Background

The total area of the Greater Bay Area of about 56,000 km? is only 0.45%
of the area of China but its 2018 GDP exceeded RMB10trn or, 12% of the
whole country. The population of the residents in the Greater Bay Area is
about 70 mn people and is about 5% of China. We see GBA as one of the
most prosperous economic zones in China.

The official development plan for the Guangdong-Hong Kong-Macau
Greater Bay Area, issued by the Central Committee of the Communist
Party of China and the State Council on February 18, 2019, was published
and the goal of building a world-class city cluster in the Guangdong, Hong
Kong, Macau Greater Bay Area was officially put on the agenda. The
development of the Greater Bay Area is not only a new attempt of
implementing the principle of “one country, two system”, but also
deepening the cooperation among the Mainland, Hong Kong and Macau.
It further enhances China’s supporting and leading role in its opening up
and development of economy and plays a significant role in integration of
Hong Kong and Macau into the development of the country.

The Greater Bay Area is located in the southeastern coastal area of China
(EXHIBIT 1 & 2) and consists of three major areas: (1) Nine mainland cities
of Pearl River Delta (Guangzhou, Foshan, Zhaoging, Shenzhen,
Dongguan, Huizhou, Zhuhai, Zhongshan and Jiangmen) known for
advanced manufacturing and foreign trade, (2) Hong Kong known for
global finance, shipping and trade, and (3) Macau known for a gaming
industry. As aresult, GBA is explained by the Chinese government to have
a structure of 9+2 (9 cities and 2 special administrative regions). EXHIBIT
3 shows GBA by size, GDP, and population.
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EXHIBIT 1: Detailed location of the Greater Bay Area
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EXHIBIT 2: The 9+2 cities of the Greater Bay Area
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EXHIBIT 3: GBA size by area, GDP, and population

Zhaogqing -,
Area: 15,006 sq. km
GDP: USD 30.2 billion
Population: 4.06 M

Foshdn sesssrrenRRRRRRRR R %y
Area: 3,875 sq. km

GDP: USD 125.3 billion

Population: 7.50 M

Zhongshan .......

Area: 1,770 sq. km
GDP: USD 46.4 billion
Population: 3.23 M

Guangzhou

Area: 7,436 5q. km
GDP: USD 284.6 billion
Population: 14.04 M

! Huizhou

¢ Area: 11,159 sq. km

i GDP: USD 49.5 billion
: Population: 478 M

.~ Dongguan
" Area: 2,512 sq. km
GDP: USD 99.1 billion
Population: 8.25 M

. Shenzhen

" Area: 2,007 sq. km
GDP: USD 283.0 billion
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Area: 9,554 sq. km.
GDP: USD 34.8 billion
Population: 454 M

Zhuhai +- S

Area: 1,696 sq. km
GDP: USD 32.3 billion
Population: 1.68 M
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Macau

Area: 29.2 sq. km.
GDP: USD 44.7 billion
Population: 0.64 M

Population: 11.90 M

" Hong Kong

Area: 1,104 sq. km
GDP: USD 319.3 billion
Population: 7.37 M

Source: South China Morning Post

We believe the Chinese academics aimed to model GBA after San Francisco 20 years ago and the region has
gone through many academic discussions, creation of new local policies and the proposal of national strategy
(EXHIBIT 4). The Bay Area Economy has received the support from the government strategy from 2009. The
GBA economic development is not only fast but also with quality projects, in our view. The implementation of
the development plan for the Guangdong-Hong Kong-Macau GBA in 2019 has officially become the national
supporting and development target.

EXHIBIT 4: The Policy development history of the Greater Bay Area

The concept of the
Greater Bay Area was
first proposed in the
"Vision and Action for
Promoting the
Construction of the
Silk Road Economic
Belt and the 21st

The city group of
the Greater Bay
Area was proposed
in the government
work report at the
Fifth Session of the

The National
Council's
government work
report proposes
that the
development plan
for the Greater Bay

Hong Kong-
Zhuhai-Macau
Bridge officially

Century Maritime Silk 12th National {\xea will be opened to
Road". People's Congress. implemented public.
2009 2016.3.5 2017.7.1 2018.8.15 2019.2.18
2015.3.28 2017.3.5 2018.3 2018.10.24
Bay Area The State Council issued The National Development The first plenary The Central Committee of the
Development Plan the "Guiding Opinions on and Reform Commission meeting of the Greater Communist Party of China and
as a part of the Deepening the Pan-Pearl and the three Bay Area Construction the State Council issued the

overall layout of the
space

River Delta Regional
Cooperation”, emphasizing
the construction of the
economic support zone
with the Greater Bay Area
as the leader and the Pearl
Xi Jiang River as the
hinterland to promote the
development of the central
and southwestern regions
radiating Southeast Asia
and South Asia.

governments signed the
“Framework Agreement
for Deepening the
Cooperation among
Guangdong, Hong Kong
and Macau to Promote the
Construction of the
Greater Bay Area”, setting
practical guidelines for the
development goals, key
development areas and
cooperation mechanisms
of the Greater Bay Area
urban agglomeration.

Leading Group held its
first plenary meeting.
This is the first time
that Hong Kong and
Macau chief executives
have been included in
the central decision-
making organization.

"Outline of Development
Planning for the Greater Bay
Area " to clarify the five
strategies of the Greater Bay
Area to build it to be a vibrant
world group, a globally
influential international
innovating center of science
and technology, the
demonstration zone of
Mainland China and Hong
Kong showing deep
cooperation and a livable and
suitable place for living.

Source: Industrial 4.0 Club
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GBA by comparison

In 2017, the GDP of Greater Bay Area exceeded USD1.5trn, ranking 13th among the world’s major economies,

which is comparable to South Korea (EXHIBIT 5).

EXHIBIT 5: GBA versus major economies

Ranking Economy (UCS;BEn)
1 us 19.39
2 China 12.24
3 Japan 4.87
4 Germany 3.68
5 UK 2.62
6 India 2.6
7 France 2.58
8 Brazil 2.06
9 Italy 1.93

10 Canada 1.65
11 Russia 1.58
12 Korea 1.53
13 GBA 1.51
14 Australia 1.32

Source: The World Bank

We note that GDP of Shenzhen, Hong Kong and Guangzhou has exceeded RMB 2trn in 2017. We consider GBA
as one of the four major bay areas in the world, alongside San Francisco, New York, and Tokyo). GBA’s GDP is
closer to Tokyo’s and New York’s (EXHIBIT 6), and was higher than that of San Francisco. GBA has an advantage
in land area, resident population, port container throughput, number of international airports, and airport passenger

throughput.

GBA'’s land is nearly twice the size of Tokyo bay area and more than three times as the size of the San Francisco
bay area. The number of residents in GBA is more than 1.5 times of Tokyo’s. However, the proportion of the tertiary
industry located in GBA is much lower than those in other bay areas. The per capita GDP was only 1/2 of the
Tokyo’s, 1/3 of the New York’s, and even less than 1/5 of the San Francisco’s but that means the potential to grow

is much higher than other bay areas, in our view.
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EXHIBIT 6: GBA versus 3 other bay areas

Greater Tokyo New York San Francisco

A(CE] metropolitan area Bay Area

Land area
(km?) 5.65 3.67 2.14 1.8
Total GDP
(USDtm) 1.38 1.86 1.45 0.82
permanent
residents 6,765 4,347 2,340 715

(10,000 people)

Tertiary industry 62% 80% 89.5% 82%
share (%) '

Port container

throughput 6,520 766 465 227
(10,000 TEU)
Per capita GDP
(Ten thousand 2.04 4.28 6.20 11.47
U.S. dollars)
Airport passenger
throughput (100 2.01 1.24 1.03 0.76
mn)
Number of
international 5 2 2 3
airports
Advanced Financial service,
Uy manufacturin Real estate I
Major Industries financial service, wholesale an% indust professional
Manufacturing ) Y, service
retail Healthcare

Source: Forward-looking Industrial Research Institute, China Council for the Promotion of International Trade
GBA as a vision

GBA encompasses different industries in the area which lead to diversification and more recurring revenues from
the region (EXHIBIT 7), in our judgement. EXHIBIT 8 summarizes what the Chinese government envisions what
each city’s role will be. We would see the focused industries receiving more support from the government.
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EXHIBIT 7: GBA’s key industries

City Industries
Hong Kong Finance, trade, logistics, education, law, tourism, IT
Macau Gaming, tourism, finance
Automotive, petrochemical, electronics, electrical machinery and equipment
Guangzhou manufacturing, wholesale and retail, finance, real estate, leasing and business
services, transportation
Finance, trade, logistics, internet, electronic information, biomedicine, new energy,
Shenzhen : - .
New materials, creative culture, technology services
Foshan Furniture, home appliances, lighting, ceramics, machinery and equipment
D Electronic information, electrical machinery, furniture, textile and clothing, paper, toys,
ongguan .
chemicals, food and beverage
Huizhou Digital, petrochemical, clothing, footwear, cement, automotive and parts
Zhongshan Meqlcme, electronics, electrical appliances, chemicals, hardware, lighting, clothing,
furniture
Ji Automobiles, motorcycles, ships, microphones, hardware sanitary ware, textiles,
iangmen o : . o X
electronic information, petrochemicals, printing, new materials, shoes
Zhuhai Electronic information, home appliances, biomedicine, petrochemical, machinery
manufacturing, electric energy
. Auto parts, electronic information, agricultural products, metal processing, food and
Zhaoqing

beverage, chemical industry

Source: The Greater Bay Area Research Institute, Local Government Statistics Bureau, CITIC Construction Research and

Development Department
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EXHIBIT 8: GBA’s objectives for each city/SAR

City

Objectives

Hong Kong

Consolidate and enhance the status of international finance, shipping, trade
centers and international aviation hubs.

Strengthen the status of global offshore RMB business hub, international asset
management center and risk management center.

Promote the development of high-end, high-value-added industries such as
finance, commerce, logistics, and professional services.

Vigorously develop innovation and technology, and cultivate emerging
industries.

Build an international legal and dispute resolution service center in the Asia
Pacific region to create a more competitive international metropolis.

Macau

Build global tourism and leisure center, a business cooperation service
platform between China and Portuguese-speaking countries, and promote
moderate and diversified economic development.

Build a base for exchanges and cooperation in which Chinese culture is the
mainstream and multiculturalism coexists.

Implement the construction of Chinese medicine technology industry
development platform.

Build a financial service platform for Chinese-Portuguese-speaking countries,
establish an export credit insurance system, and build a RMB clearing center
for Portuguese-speaking countries;

Study and explore the construction of a Macau-Zhuhai cross-border financial
cooperation demonstration zone.

Guangzhou

Enhance an impact of leading the national central cities and comprehensive
gateway city.

Enhance nternational business centers and integrated transportation hubs.
Cultivate and upgrade science and technology education and cultural center.
Focus on building an international metropolis.

Achieve modern financial service system and build a regional private equity
trading market.

Build a regional trading center for property rights and commodities to enhance
the level of internationalization.

Support Guangzhou to build a green financial reform and innovation pilot zone
to study and set up an innovative futures trading with carbon emissions as the
first variety.
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Shenzhen

Take the leading role of special economic zones, national economic centers
and national innovative cities.

Accelerate the establishment of a modern international city and strive to
become an innovative and creative city with world influence.

Promote the construction of the “Guangzhou-Shenzhen-Hong Kong-Macau”
science and technology innovation corridor

Build a large data center and international innovation platform for Greater Bay
Area, and support the establishment of “one area” based on the Shenzhen
National Gene Bank. All the way to the Life Science Promotion Alliance.

Build a technology innovation investment and financing system to provide
diversified, international and cross-regional services. Give full play to the capital
market and financial services functions of Hong Kong, Macao, Shenzhen and
Guangzhou to promote the transformation of scientific and technological
achievements, and cooperate to build a diversified, international and cross-
regional technology innovation investment and financing system.

Introduce the world's high-end creative design resources, and vigorously develop
the fashion culture industry.

Foshan

Build the advanced equipment manufacturing industry belt on the west bank of
the Pearl River, to support the in-depth pilot reform of the comprehensive
transformation and upgrading of manufacturing industries.

(together with Nanhai) Promote high-level service and cooperation among
Guangdong, Hong Kong and Macau, and build a bridge of economic
interconnection among Guangdong, Hong Kong and Macau for the integration
of its market, talent people and technology.

Put Foshan and Guangzhou together to form the “Guang-fo Metropolitan
Circle”.

Dongguan

Build a world-class advanced manufacturing industry cluster with global
influence and competitiveness on the east bank of the Pearl River with
Dongguan as its core area.

Promote the transformation and upgrading of traditional industries.
(Together with Hong Kong) Develop and construct the Dongguan-Binhai Bay
area. It gathers high-level manufacturing headquarters, develops modern
service industry and build a strategic emerging industry R&D base.

Huizhou

Explore the sea tourism route of the Hong Kong-Shenzhen-Huizhou-Shanwei.
Build a high-level production base of Huizhou Guangdong, Hong Kong and
Macau to provide green agricultural products.

Zhongshan

Actively support Zhongshan in unearthing and promoting cultural resources
related to Sun Yat-sen.

Promote Macau and Zhongshan's deep cooperation in economy, society and
culture, and expand the new space for Macau's economy to develop
moderately.

Jiangmen

Support Jiangmen in developing into an important cultural exchange and
cooperation platform for overseas Chinese.

Cooperate with Hong Kong and Macau to build the Daguang Bay Economic
Zone to expand cooperation in the fields of finance, tourism, cultural creativity,
e-commerce, marine economy, vocational education, and healthy life.
Accelerate the development of the coastal area of Yinhu Bay in Jiangmen and
gather international energy-saving and environmentally friendly industries and
become a platform for investment and entrepreneurship innovation for Hong
Kong and Macau residents and the world's overseas Chinese.
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Zhuhai

Cooperate with Macau to build a world tourism and leisure center.

Enhance airport functions and promote the misplaced development and benign
interaction of the Dawan District Airport.

Deepen the reform of low-altitude airspace management, accelerate the
development of general aviation, steadily develop cross-border helicopter
services to build a comprehensive demonstration zone for general aviation
industry in Shenzhen and Zhuhai.

Build a high-level construction International Leisure Tourism Island of Zhuhai
Henggin, put more coordinated research on the convenience of travelers to
Henggin and Macau and allow Macau tourism practitioners to provide related
services at Henggin.

Zhaoqing

Create a high-level distribution base for green agricultural and sideline
products in Huaiji, Zhaoging.

The regional preliminary work on railway will be carried out from Guangzhou to
Maoming, Zhanjiang to Haian and Liuzhou to Zhaoging to measure the
feasibility of further extension of Guangzhou-Qingyuan Railway.

Source: The Outline Development Plan for the Guangdong-Hong Kong-Macau Greater Bay Area



BOND (D i
C R 1 j 1} I C .

BEHFRECRAE

China’s Greater Bay Area — The Essential

April 2019

EXHIBIT 9: Fortune 500 in GBA

Company name Location Ranking Market Capitalization Issuer Credit Rating
(as of 4™ April 2019) (S&P/Moody’s
Ping An Insurance Shenzhen 29 HK: HKD680bn A-/A2
Company of China Shenzhen: 1,466bn
Huawei Shenzhen 72 Not listed NR/NR
China Resources Hong Kong 86 7 subsidiaries: A-/A3
HKD626bn
China Southern Power Guangzhou 110 Not listed A+/A1
Grid
Amer International Shenzhen 111 Not listed NR/NR
Group
Guangzhou Guangzhou 202 HKD29bn NR/NR
Automobile Group
China Merchants Bank Shenzhen 213 RMB898bn BBB+/A3
Evergrande Group Shenzhen 230 HKD337bn B+/B1
Lenovo Group Hong Kong 240 HKD84bn NR/NR
China Merchants Hong Kong 5 subsidiaries in HK:
Group HKD262bn
280 BBB+/NR
5 subsidiaries in CN:
RMB1,298
Midea Group Foshan 323 RMB354bn A-/A3
Tencent Technology Shenzhen 331 HKD3.6trn A+/A1
CHINA VANKE Shenzhen 332 RMB364bn BBB+/Baa1
Country Garden Foshan 353 HKD264bn BB+/Ba1
Cedar Holdings Guangzhou 361 Not listed NR/NR

Source: Fortune, Bloomberg, S&P, Moody's, Various stock exchanges

***We would like to thank Seren Shi and Fei Luo at Guangzhou Jinan Universityfor their
contributions to this report***
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Disclaimer

Analyst Certification:

The analysts named in this report certifies that all views expressed in this report accurately reflect the personal
views of the analyst with regard to any and all of the subject securities and companies mentioned in this report and
no part of the compensation of the analyst was, is, or will be, directly or indirectly, related to the specific
recommendation or views expressed by that analyst herein.

Disclosure:

All of the opinions contained in this report constitute the views of the analyst named in this report as of the date this
report is issued. The opinions are hence subject to change without notice and are not intended to provide the sole
basis of any evaluation of the subject securities and companies mentioned in this report. In relation to producing
research, Bondcritic and Joy Rich Securities Investment Limited rely on factual information provided by related
entities, regulators, and/or other market information providers. Bondcritic and Joy Rich Securities Investment
Limited endeavor to ensure the information used in the research process is of best possible quality. However, there
is no audit carried out and no guarantee is made nor shall be assumed on the accuracy, timeliness, and
completeness of the information in this report. Any reference to past performance should not be taken as an
indication of future performance.

Bondcritic along with Joy Rich Securities Investment Limited, their directors, their employees, and/or the analyst
named in this report may effect transactions (whether long or short) in the financial instruments described herein
for their own accounts or for the account of others, may have positions relating to other financial instruments of the
issuer thereof, or any of its affiliates. Bondcritic and Joy Rich Securities Investment Limited may have issued, and
may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information
presented in this report. Bondcritic and Joy Rich Securities Investment Limited are under no obligation to ensure
that such other reports are brought to the attention of any recipient of this report.

Bondcritic and Joy Rich Securities Investment Limited assume no responsibility and/or any liability whatsoever for
any consequential loss or damage arising from any use of the materials in this report. This report is prepared for
professional investors and/or users with the capability to exercise independent assessment when making
investment and business decisions. Advice should be sought from a financial adviser on the suitability of the
investment products mentioned herein, taking into account specific objectives, financial situation and particular
needs before making any commitment to purchase any such investment products. This report is issued and
distributed to persons whose businesses could involve the acquisition, disposal or holding of securities, whether as
principal or agent. This report is not intended for distribution to, or use by, any person in any jurisdiction where such
usage would infringe the law. It is the responsibility of any user accessing information available to consult the
relevant agencies or professionals accordingly in order to comply with applicable laws and regulations.

No content of this report can be modified, reproduced, distributed or reverse engineered, without prior written
consent from Bondcritic and Joy Rich Securities Investment Limited. By accepting this report, the recipient agrees
to be bound by the terms and limitations set out herein. Nothing in this report constitutes a representation that any
investment strategy nor recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstance or otherwise constitutes a personal recommendation. It is published solely for information purposes,
it does not constitute an advertisement, a prospectus nor other offering document nor an offer or a solicitation to
buy or sell any securities or related financial instruments in any jurisdiction, information and opinions contained in
this report are published for the reference of the recipients and are not to be relied upon as authoritative or without
the recipient’s own independent verification or taken in substitution for the exercise of the recipient’'s own judgment.
Research reports under Research reports with Bondcritic’s trademark are published from various contributors
located in various jurisdictions where each local regulation applies.

Copyright © Bondcritic 2019.

Copyright © Joy Rich Securities Investment Limited 2019.
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