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Dear Readers, Members & Friends

Welcome to this summer edition of the Bridge. Thank you for
supporting our magazine with your contributions and articles. Our
magazine is a platform for all and we count on your inputs to make
it as lively and as relevant to you as possible. The Bridge magazine,
as well as the SwissCham membership directory, which will be pre-
sented to members in digital form for the first time this year, are per-
fect platforms for you to reach a qualified target audience.

Spring brings renewal and new beginnings. So it happened as
well with SwissCham China and its Beijing, Shanghai, Guangzhou
and the Hong Kong regional organizations. New boards of direc-
tors have been constituted, Christian Guertler has been elected as
Chairman of SwissCham China and being confirmed as President
of SwissCham Shanghai. Also, two new Presidents, Urs Calonder
in Guangzhou and myself in Beijing, have been chosen to lead the
respective regional chambers.

| take this opportunity to thank John Liebeskind, the outgoing
Chairman of SwissCham China and former President of SwissCham
Beijing for his dedication and un-paralleled investment of personal
time. Jean-Christophe, merci beaucoup!

The topic of this Bridge is “China on the way to recovery”. Are
we already on the up-slope? We are definitely in for an economic
adventure, in comparison, read as well the interview with Federal
Councilor Moritz Leuenberger who signed a memorandum of under-
standing with the Chinese Ministry of Water that strengthens Sino-
Swiss cooperation in water management and hazard prevention.

The concept of a Swiss platform was introduced in Beijing.
Swiss business representatives, the Swiss Embassy and Osec
Swiss Business Hub delegates as well as Kurt Haerri from the Swiss
Chinese Chamber of Commerce in Zurich, representatives of the
Swiss chambers in China have agreed to define action steps for
a close cooperation between all stakeholders of Swiss interests in
China. SwissCham Beijings' website will link all institutions to ensure
all member and other inquiries will be coordinated and handled by
the parties concerned.

Let us know your opinions and ideas, make SwissCham truly
inter-active!
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Peter Troesch
President, SwissCham Beijing
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Urs Calonder
President of SwissCham GZ

Serge G. Fafalen
President of SwissCham HK
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Economic Update

China on the Road to Recovery

Signs of domestic demand-led recovery have become more apparent

By Wang Tao, Head of China Economic Research, UBS
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RAISED FORECAST.
As GDP grew by 7.9% year
on year in the first half of
20009, driven by faster-than-
expected credit expansion

and investment growth, UBS
raises its GDP forecasts from
7.5% to 8.2% (2009) and

.Y 8.5% (2010), respectively.

sseqereq eibe]

Summary and overview - Data from the past couple of months show:

» Economic activity continued to recover following the quarter to quarter (g/q) rebound in GDP growth, helped mainly by stimulus-
related investment demand. Exports continued to decline sharply in May, but sequential momentum has stabilized and orders have
increased slightly. New bank lending decelerated in the second quarter (Q2) but remain at record highs and more than sufficient to
support our estimated 8.2% GDP growth in 2009.

» With the strong push in fiscal stimulus and bank credit, fixed asset investment (FAI) in infrastructure and other government-
related sectors accelerated, however private and housing investment remained weak.

* Arebound in property sales is consistent with our outlook for a recovery in housing investment later in 2009. Retail sales ap-

pear to be resilient, as consumption is supported by falling food and commodity prices.

igns of domestic demand-led recovery
Exports continued to fall in May, suggesting persis-

tent weak external demand. While we do expect exports

to stabilize in line with global credit conditions and de-
mand in the coming months, we think export-related manufac-
turing investment will decline this year. Meanwhile, the govern-
ment stimulus package, accompanied by strong credit growth,
has led to increased fixed investment, production (some of it
ahead of final orders), and a consistent rebound in PMI (pur-
chasing managers' index). A pick-up in housing and auto sales
and construction activity has buoyed the market.

Rapid push on fiscal stimulus and bank lending
The funds related to the fiscal stimulus package have been

disbursed quickly, but more importantly credit expansion has far
exceeded expectation. Expansionary monetary policy, coupled
with a strong desire for growth and investment by local govern-
ments, helped to push new bank lending to RMB5.8 frillion in
the first five months of the year and probably 7 trillion for the
first six months of 2009. While market-based economic activ-
ity remains weak and investment demand likely dormant, we
expect this increase in bank lending to translate to rapid fixed
investment growth, albeit in government-related sectors and

/7\ swisscham.crg
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projects. We expect strong FAI growth to push second quarter
growth above 14% q/q. The focus on infrastructure investment
and other construction has led to an early recovery of metal
production, even as final demand has just started to recover.
While the government has increased social spending on health-
care and transfer payment to the poor, we do not expect con-
sumption growth to become the lead growth engine this year.

The upside and the risks of the recovery story
With continued strong bank lending growth and an expect-

ed recovery in domestic housing investment, GDP growth may
have some upside from our forecast if global demand starts
to rebound later this year. Nevertheless, at the micro level, we
expect corporate earnings to fall in light of excess capacity and
downward pressure on prices. While strong bank lending is
necessary for domestic demand growth, we think new lending
this year may exceed 8 trillion RMB and be more than sufficient
to support growth. Consumer price index inflation is likely to be
contained by weakness in commodity and food prices and by a
decline in core manufacturing prices, but the excess liquidity in
the system increases the risk of resource misallocation and an
asset market bubble. A lack of market-based real demand could
also lead to a “double dipping” in growth later on.

China By The Numbers (June 2009)

Chart 1: Transport and Energy
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Outlook in the coming year
We expect the economic recovery in China to continue,

supported not by a strong turnaround in the external situation,
but by continued government stimulus and bank lending. The
recent optimism about the economy may have also been ac-
centuated by the flood of liquidity into the system, which we
think is unsustainable. In the coming months, investors should
look out for the following:

(1) a tapering off in new bank lending, but sufficient liquid-
ity to support an economic recovery and FAIl in government-
mandated sectors;

(2) a rebound in housing construction activity in the second
half of 2009 (2H09), which would provide comfort for sustained
underlying loan growth outside of infrastructure;

(3) both exports and imports starting to stabilize in the com-
ing months, with trade surplus likely rising again;

(4) China not actively diversifying its FX reserve holding

and the RMB kept stable against the USD, but seeing increased
trade friction with major trading partners.

Chart 2: Industry and Construction
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Economic activity rebounded due to the rebound in production, construction and transportation, whereas power production also

seems to have bottomed.
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Chart 3: Business Climate Indices

Economic Update

Chart 4: Leading Indicators
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Most leading indicators are rebounding. Most leading indicators show signs of recovery.
Chart 5: Upstream Price Indices Chart 6: Money and Credit Growth
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Upstream prices collapsed. And so did inflation. Both credit and broad money growth surged.
Chart 7: Real Retail Sales yly Chart 8: Construction vs. Steel Demand
Retail sales growth (% y/y 3mma) Growth rate(% yly)
25% - 50% - : :
Nominal Domestic steel consumption
o i Overall construction index
20% 4 e 40% Floorspace started / under construction
30%
15% A 20%
10% - 10% 4
0% ! . . ! ! ! T /
5% 4
-10% 4
0% -20%

2002 2003 2004 2005 2006 2007 2008 2009

2002 2003 2004 2005 2006 2007 2008 2009

Retail sales growth picked up in May.

Chart 9: Export prices

The construction index matches domestic steel and materials
consumption swings well.

Chart 10: Property Lending

Hong Kong import price index (% yly)
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Upstream prices and export price indicators collapsed.

Loans to developers and construction rose strongly.
All charts and souces: CEIC, UBS estimates
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What is Driving China’s Growth
Recovery and Can This Last?

By Wang Tao, Head of China Economic Research UBS

Chart 1: Exports Remained Weak in May

"Only a strong pull from
external demand can lift GDP
growth rate back to 10%",
says Wang Tao.
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Chart 2: Investment by SOEs Has Taken the Lead
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China’s exports declined by 26% yly in
May, larger than expected, yet growth of
industrial production picked up. There are
other pieces of positive news too — fixed
asset investment accelerated, imports of
commodity rose in volume, and housing
and auto sales were strong.
learly the recovery is not coming from the export sector.
Exports declined by more than expected in May (Chart
1), with ordinary exports such as steel and machinery
particularly weak. Even though we do expect export
growth to stabilize and recover later in the year, we do not think
the rebound will be strong enough to lead to increased invest-
ment in the related sector. We think the weak global outlook and
over-capacity will weigh on investment for much longer.

/10 \ swisscham.org
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Investment driven recovery
Domestic investment, which has been stimulated by the

government and financed by both fiscal funds and more im-
portantly, bank lending, is clearly the most important driver of
the recent recovery. Growth of urban fixed asset investment
accelerated to 39% y/y in May, with investment by state-owned
enterprises and in infrastructure leading the way (chart 2). We
highlighted back in April that the rapid growth in bank lending in
the first few months of the year will result in rising fixed invest-
ment in subsequent months, and this is now being confirmed by
more data.

However, with monthly new bank lending now tapering off,
does that mean fixed investment will fall off and the recovery
will not last? We do not think so, at least not so soon. First, the
front-loading of bank lending does not mean that all the funds
get spent right away - it takes at least a good few months. Sec-
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ond, the initial investment spending by the large state-owned
enterprises will gradually spill over into other sectors through
the purchase of construction materials and equipments, and
payments to construction companies. In fact, although with a
lag and still relatively weak, we have seen investment in the
non-state owned entreprise (SOE) sector starting to rebound.
Even with new bank lending slowing to RMB 300 billion a month
for the rest of the year, we would see total new loans reaching
RMB 8 trillion in 2009, sufficient to support our estimated 8%
nominal GDP growth.

Policy tightening?

Another recent concern from investors has been policy
tightening in light of the rapid lending growth. Although new
bank lending in May reached RMB 660 billion and was more
than expected, we do not think it will trigger any policy tighten-
ing, especially when GDP growth is still below the government’s
target and inflation is not yet a concern. In fact, with much of the
latest new lending going into medium and long term projects, a
bigger risk may be the difficulty in taming investment and lend-
ing in the future than a premature tightening at present.

Further out, if external demand stay depressed in the next
year or longer, the sustainability of the stimulus-driven recovery
will become a serious issue. Here we would like to point out
once again that the key to lasting domestic recovery in China
is the property sector. Regular readers of our reports may re-
member our optimistic outlook on the recovery of property in-
vestment in H2 09. We are not convinced that the recent strong
sales in the existing (high-end) market will lead to a quick

Economic Update

recovery in housing starts and construction, but we continue
to expect that the construction of low-end public housing and
mass market property will help to offset the weakness in the ex-
isting residential market later this year.

Estimated real GDP growth of 8.2%

What the strong growth in housing sales has done, we
think, is helping to push up sales of automobile, and decora-
tion and construction material in the retail market. Of course
auto sales may have been mostly helped by the tax cuts and
the drop in oil prices. The strong growth in the production of
transport equipments, cement and other construction material is
the biggest reason behind the rebound in industrial production
growth in May (8.9% yly).

In sum, the recent growth recovery in China has been mainly
driven by policy stimulus and financed mostly by bank lending,
which is helping to offset the negative impact from falling exports.
With investment activity picking up, we have seen demand for
construction material starting to rebound, which could lead to a
more sustained recovery in industrial production in the coming
months. We do not expect any monetary tightening soon and see
enough bank lending to support our estimated real GDP growth
of 8.2% for the year. Looking forward, the sustainability of the do-
mestic demand growth lies importantly with the development of
the property sector. We are optimistic about property investment
picking up later this year, but we would also like to point out that
our 2010 GDP forecast is 8.5% — we do not see growth returning

to 9-10% without a strong pull from external demand.
All charts and souces: CEIC, UBS estimates

Swiss Quality, Chinese Price

We provide the professional sourcing, technical
support, quality assurance with our clients.

Sultex Shanghai representative office was build up at the end of 2005, aim to in China
source the mechanical parts, technical supporting and quality assurance for Sultex Limited
in Switzerland and ITEMA weaving groups in Italy.

Sultex Shanghai Representative Office
mEHREHHRAE LEARD

THIE+8621 3352 8379 Emit www.sultex.com

Contact person BEZ& A
Cheng Yang, Chief Representative
Emailfif#: cheng.yang@itemagroup.com

PISULTEX

ITEMA
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“Balancing on
a Knife’s Edge”

“The weight of a potato is a success factor”, says Felix Muntwyler

Interview, Fabian Gull

'r AR PRI L

Felix Muntwyler, we know airline food
doesn’t necessarily have the best
reputation. Why is this?

This is true, but not always justified! The
rather negative reputation has been cre-
ated during past years, but food quality
and variety on board have clearly im-
proved. We also know from food tasting
that the same food being served in a res-
taurant on regular plate’s scores much
higher notes compared to being served
on a food tray inside a narrow aircraft
tube. We are dealing with some sort of
a “negative placebo effect”. As a matter
of fact, airline food will never taste the
same way as freshly prepared food, the
food has clearly suffered in the process
undergoing all food safety procedures
before being served.

/12\ swisscham.org

I see a WHO bulletin on swine flu on
your desk...

Yes, | am checking the latest swine

flu figures on a daily basis as the pan-
demic precautionary measures do affect
our business. Let me explain it to you:
Firstly, we are only allowed to de-cater
the aircraft after the swine flu inspectors
have cleared the plane. Once all trolleys
are off the plane and back to our unit, we
have to park them in a designated area
where they are disinfected and have to
sit for two hours. Garbage can no longer
be separated on a conveyer belt; it has
to be done manually and must be packed
into plastic bags. Each plastic bag goes
into another bag and these two bags go
into a third bag which has to be sealed
with a label containing the origin of the

th CEO Interview
BREF
Mr. Felix Muntwyler

CEO of Gate Gourmet

"At the beginning | was
having difficulties to
acclimatize in China after
17 years in Argentina", says
Felix Muntwyler.

Bueyz AsleH Aq 010ud

garbage, date and airline. Our employ-
ees have to wear disposable uniforms,
shoe covers and facemasks which make
this already unpleasant work even less
attractive. After every operation the dish
wash area has to be cleaned and disin-
fected and employees have to change
uniforms. All these additional cost have
to be absorbed by Gate Gourmet Shang-
hai. We cannot pass it on to the govern-
ment nor do we want to pass it over to
our clients. This would be against my
philosophy of bringing solutions to clients
and not problems.

What situation did you face upon ar-
rival in Shanghai in 2001?

At that time Pudong International Airport
was not very busy as most airlines still
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operated out of Honggiao Airport. So
Gate Gourmet Shanghai only had two
customers to serve, Turkish Airlines and
Air Canada, with each only one flight a
day. The few other airlines operational in
Pudong were catered by our competitor.
With 27°000sgm floor space and a daily
production capacity of 30’000 meals we
operate one of the biggest units in our
company. In 2001 we only produced an
average of 600 meals a day and very few
employees spoke English. So you can
imagine this place was sort of a depres-
sive, massively oversized place which
didn’t really help me acclimatize and feel
comfortable.

How do things look today?

Quite different (smiling). We have a very
good, self responsible and stable team

in place. People are eager to learn and
progress. Some are now even in key
management functions. Our staff turnover
rate is below 3% per annum. This clearly
shows that the efforts and hard work pay
off and this is extremely satisfying. Today
we cater 12 international airlines (all long
haul), 12 cargo airlines, three domestic
airlines as well as four airport lounges.
The unit operates 24 hours per day and
365 days a year.

How many meals do you produce
today?

On average we produce 8000 meals per
day. As a reference, our local competitor
China Eastern Catering produces around
30’000 meals per day. Gate Gourmet Zu-
rich dishes out around 60’000 meals a day.

You are operating drastically below
your maximum capacity. Why are your
facilities so oversized?
Well, that’s a funny story. The struc-
ture had been built by our joint venture
partner — the Shanghai Airport Authority
Group. There was a tender for this joint
venture which Gate Gourmet Internation-
al initially lost to an American competitor.
Then, by accident, the Americans bom-
barded, during the Balkan war, the Chi-
nese Embassy in Belgrade and Ameri-
can companies were no longer desired
partners for a joint venture. So the Airport
Authorities came back and asked Gate
Gourmet whether we would still be inter-
ested. Of course we were.

Getting back to your question. By
then, this unit was already completely fin-

ished and equipped and we only had to
move in. Size is one aspect, practicability
another. If Gate Gourmet had a say, we
would have built a one floor unit with a
clear production and goods flow. Now we
have a three floor unit, which makes the
catering process very complicated. The
catering flow has to start on one side,

run through the building, always moving
forward, never crossing, turning back to
ensure a safe and efficient flow. By oper-
ating a multi level unit, distances are get-
ting longer and there is an increased risk
of moving goods backwards. From an
efficiency point of view, this is not ideal at
all and more labour intensive than a com-
pact single floor unit. It's a real nightmare
to be honest.

Gate Gourmet Shanghai is also into
de-freezing and cleaning airplanes...
Not quite. But the umbrella company,
Gate Group, indeed is. It is the most
complete airline service provider “above
the wings” of the world. Gate Gourmet is
an entity of the group and is responsible
for airline catering. Other entities such
as Gate Safe (Security Services) or Gate
Aviation as just to mention a few, all pro-
vide services to the airline industry. So
the group has expanded its activities and
has gone into fuelling, de-icing, cabin
cleaning, airline crew training, concept
development for airport lounges, and so
on. But in China, Gate Gourmet Shang-
hai is the only entity of the Gate Group.

How important is the China business
for the group?

Despite our growth over the past years,
insignificant. Our contribution to the
group turnover is below 1%. Despite this
Gate Gourmet is committed to China and
it is one of the key regions for further
growth.

Why is that? Aren’t passenger vol-
umes huge in China?

Yes and no. Our competitor, China East-
ern Catering, for example serves about
150-200 flights per day, the majority
operated by China Eastern. However, a
large amount of these flights are domes-
tic flights, but that’s not our key market.
Almost 90% of our business comes from
international long haul flights, 6% from
cargo flights and only 4% from domes-
tic airlines. All in all, we serve about 40
flights a day. In addition, it is virtually

CEO-Interview

impossible as a foreign service provider
to cater Chinese airlines on international
flights because there is a pretty closed
alliance of support amongst Chinese car-
riers. As you can see, these staggering
numbers and growth rates of passenger
volume which predominantly come from
the domestic market do not affect us

that much. But of course, we generally

‘ ‘Our staff is not

required to be

creative but to follow
instructions

also benefit from exploding passenger
volumes and we have been growing
steadily since 2004. In 2008 we virtually
doubled in size by adding some new key
accounts to our customer portfolio, which
was not only a quantum leap but a also
a big challenge for the unit. If we look

at the market share of Gate Gourmet
Shanghai then we can say that about
50% of international airlines choose us
and 50% choose China Eastern Cater-
ing. There is a long way to go for our unit
and we have to win many more customer
accounts to fill up the unit.

In hard times like these, do airlines try
to save money on meals?

Not just in hard times. We are continu-
ously under massive cost pressure from
all our customer airlines. As an example,
one of our big European customers just
recently requested a price reduction of
10% without affecting the product. It is
thus absolutely necessary to have good
systems and a very efficient operation

in place in order to cope with this kind

of requests and demands. We want to
keep our customers happy but also need
to protect our margins and so we are
constantly balancing on a knife’s edge.

How does the amount of money air-
lines spend on food differ?

There are big differences between air-
lines. Some airlines have bigger trays,
for example serving in economy class a
salad or appetizer, a choice of two main
courses ,dessert, bread, cheese and
some chocolate - whereas others only
serve a half tray with a salad, dessert,
bread and one main course.

/13 \ swisscham.org
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How much do you charge airlines for,
lets say, a dinner in economy class?
An average dinner tray can go for as little
as USD 1.50 and up to about USD 3.00.

And in business and first class?
Again depending on the airline and its
concept, most prices range from USD 6
to 10. First class is only slightly higher
but of course offers more variety and
more individual service. All these prices
do not include beverages.

These numbers are unbelievably low!
How can you still be profitable?

This is only possible with exact and tight
calculations, efficiency and continu-
ously improved processes. Our margins
are very low and we have to constantly
monitor our cost drivers to avoid negative
surprises. Airline catering is a very cost
driven business and there is no room for
big errors.

Everything we use and produce is
clearly specified and photographed. The
size and weight of a poultry item, of a
carrot, onion or green pepper etc. are
clearly specified based on our specific
yield tests. Even small divergences get
costly! Imagine if the weight of a potato
is as little as 10 grams above specifica-
tion — this is 10 grams times 200 meals
multiplied by 40 flights a day! This adds
up to 80kg for one single item in one day!
To avoid this we conduct daily random
weight checks.

The cost consciousness in our unit is
driven from top to bottom and is our key
to financial success in such a low margin
business. Control of all key cost drivers
is a daily key management function. We
also have a tight control on the use of
heating and air condition in our building,
in winter our offices are seldom warmer
than 14 degrees centigrade.

Also in your office?

Yes. The rules are the same for every-
body. The margin between good and bad
in this business is so thin. We operate on
very thin ice.

Gate Gourmet was also the biggest
supplier of Pizza Hut in South-East
China.

Correct. We were supplying an average
of eight tons of goods every day! We pre-
pared soups, salads, pizza toppings, pre-
cooked pasta, deserts, salad dressings
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and so on. We had to bid every year for
the renewal of the contract. And every
year we were supposed to have pro-
ductivity and efficiency gains, improved
purchasing prices due to higher volumes
etc. But in the end it all came down to
reduce our margins if we wanted to main-
tain the business. So in 2007, after six
successful years we decided to stop.

How do you lead people?

| believe in participative management.
This may sound outdated to many, | know
(smiling). | have a passion for developing
people, see them grow and taking over
new functions and responsibilities. This
is the most rewarding thing in the life of
a manager. It is of course not always an
easy task, as many Chinese shy back
from assuming responsibility and deci-
sion making. The doors to my office are
always open to everybody.

How much are you personally in-
volved in operational details?

Most of the times 100%. Our main in-
come is generated by food sales and so
the production department is the heart
piece of our unit. Therefore a lot of time
is spent with food related issues, this can
include the consistency of sauces and
tastes, evaluating whether a fish can be
reheated or not, checking why a pasta
may dry out on the edges during the
reheating process etc. | work closely with
our Product development team in menu
re-engineering projects and the creation
of new menus. For example search-

ing for and selecting a more economic
vegetable - carrots instead of spinach

— if required. Recently we had to find a
supplier who could produce smoked trout
fillets for one of our customers. In order
to get the product | had to explain to the
supplier how to smoke it, how to cut and
present it, test the first samples, further
improve it and so on. If | don’t do it my-
self, | don’t have anybody to do it. | know
it's not good that | have to be in these
details but it's the only way.

The aviation business is volatile, and
so is yours | guess.

Yes. Our efficiency makes it difficult for us
to further cut costs in a downturn situation.
With the new labour law, we are less ef-
fective in downsizing. We take advantage
of bad times to consolidate so that we
survive and get ready for the next upturn.

There is not much room for your em-
ployees to be creative.

Not at production and operation level,
there we don’t want creative people. This
is not disrespectful to creativity — it simply
does not work in our business. We need
employees able to follow clear specifica-
tions / manuals and to produce every day
thousands of dishes in the same way.
Nothing can be done incidental or acted
on instinct, every step is pre-determined.
Our employees are not required to be
creative but to follow instructions to sat-
isfy our customers.

What is your signature dish?

| don’t cook anymore. | did it extensively
in my former life. But my wife is an excel-
lent cook and | enjoy eating her meals.

Felix Muntwyler

Felix Muntwyler (60) has been living
abroad for 35 years and is looking back
to an extensive career in the food indus-
try. He kick started his career in 1964
with a chef apprenticeship in Zurich. At
the tender age of 26, the executive chef
was leading a brigade of 90 chefs in
London. Muntwyler worked in top hotels
in St. Moritz, Lucerne, Gstaad, Paris
and London. In 1974 his love affair with
South America started when he joined
Swissair’s’ former luxury restaurant
chain in Buenos Aires. South America at
that time was still revolutionary and the
Muntwylers’ had to live under police pro-
tection day and night. The former world
championship gold medallist (discipline
“cold buffet display”) then gave his ca-
reer a new direction in taking classes
in HR-Management, Finance Manage-
ment, Quality and Productivity Manage-
ment at Cornell University in New York
before going back to Argentina where he
stayed for 17 years, lastly as Director of
The Bue Trainer’'s, Gate Gourmets own
Culinary Training Centre. He also found-
ed and managed one of South Ameri-
cas’ biggest party and event caterer and
set up and managed the first officially
recognized Culinary training centre in
the southern hemisphere, where young
chefs were trained to obtain an official
chefs certificate. In 2001, he took over
the position of General Manager Gate
Gourmet Shanghai. He is married and
has one daughter and a son.
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“Source of Life, Poverty,
War and Migration”

Federal Councilor Moritz Leuenberger on the versatile role of water

Interview, Fabian Gull

Federal Councilor Moritz Leuenberger,
you say water is the source of life. Its
deficiency causes poverty, war and
migration, as you explained this in
your speech at the 3rd Yangtze Forum
in Shanghai. What can Switzerland
learn from China regarding water
management?

When it comes to water management, we
are globally facing the same goal-con-
flicts, albeit in completely different dimen-
sions. But the core questions remain the
same, no matter how big a state is. This
is why small and big countries can work
very well together on this matter, which
is in fact, what China and Switzerland
do, with several years of benefiting from
each others’ experience. Switzerland

is benefiting from China in dealing with
natural disasters like earthquakes, but
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also when it comes to nature-orientated
traditional strategies of cultivating soil in
water deficient areas. China also enables
us to study the biodiversity of its aston-
ishing landscapes.

And vice versa? What can China learn
from Switzerland?

Conversely, China got inspired by our
strategies in dealing with water, our legis-
lation, and our philosophy of sustainabil-
ity. Chinese experts and scientists are
traveling to Switzerland, Swiss experts
travel to China. Last year, the Chinese
minister of water visited Switzerland.
Then a Chinese delegation of experts
just visited the project of the third Rhone-
correction in the canton of Wallis and
discussed the issue of melting glaciers
with Swiss experts in Grindelwald.

“A water crisis would hit the
world more severely than
the current economic crisis”,
says Federal Councilor
Moritz Leuenberger.

saugAe(Q 9011e9E/MIAN @

You also visited the Three Gorges Dam
in the Province of Hubei — a project that
has been massively criticized in the
West. What were your impressions?
The political discussion about advan-
tages and dangers of this huge project
exemplarily disclose the prior mentioned
aim conflicts. On the one hand, the dam
protects millions of people from flood-
water which previously regularly caused
thousands of deaths and devastated
entire cities. On the other hand, around
1.3 million people had to be relocated.
About half of the 360’000 rural people
will continue to work in the agricultural
sector. For the others, new industrial jobs
need to be created.

The dam allows for the production
of renewable energy. The annual en-
ergy production is 84.7 TWh. Having the
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global climate in mind, the dam certainly
contributes to a reduction of carbon
dioxide emissions. It also makes the area
of Chonggqing (with its 30 million inhabi-
tants) accessible to shipping, which is
more environmentally friendly compared
to the transportation of goods by trucks.
On one hand, the dam allows a regular
irrigation of rice fields and other agrarian
fields. On the other hand, land has been
flooded. But bear in mind, also in Swit-
zerland, villages have been irreversibly
set under water when dams were built.
Still, now that the dam is built, the goal
conflicts remain. In all following related
decisions, the three pillars of sustainabil-
ity have to be taken into consideration:
Economy, environment and social com-
patibility.

What is the current role of hydropower
in China’s energy policy and where do
its limits lie?

To date, the percentage of coal amongst
China’s total energy consumption is still
above 70%. And due to limited resources
and the economic dynamism of the
country, this figure won’t change anytime
soon. But hydropower with a current

g
o

share of 20% is on the upswing.

The potential capacity of hydropower
in China reaches an estimated 694 mil-
lions kW, whereof about 400 million kW
could be used for economic purposes.
The existing hydropower production
today reaches a 170 millions kW which
makes China the biggest hydropower
producer of the world.

The fact that a huge part of the
reclaimable reserves are high up in the
mountains in South West China (where
transportation conditions are difficult and
relatively few people live) further compli-
cates the matter. A huge expansionary
potential lies in the field of small power-
houses. Till 2020, energy consumption in
rural areas of about 28 million households
and 104 million people shall be covered
by eco-friendly small powerhouses.

What concrete steps might be made
possible by signing of the memoran-
dum of understanding between China
and Switzerland?

The treaty formalizes and deepens the
long lasting cooperation in the fields of
water management and threat preven-
tion. As such, it is the basis for an even

Because connections matter

more intense exchange - also regarding
the consequences of climate change on
the water balance. This exchange will be
accompanied by a work group aiming to
strengthen the cooperation in the fields
of economy, trade and research.

What is the role of water management
in the climate debate?

Today, even when assuming a stable
climate, the water deficiency in certain
regions requires long transportation
ways of water in order to ensure a mini-
mal supply. | fear that global warming
has way more implications on the water
balance than all previous manmade ac-
tions together. Melting glaciers alone can
change the supply and demand of water
significantly within decades. A possible
water crisis could hit us much worse than
the current economic crisis.

To soften the negative consequences

of climate change on water, measures
should be taken on a global level and
executed on a local level — according to
a states’ room for maneuvering. We all
need to take the remaining chances. And
we have to do it swiftly, because a halt is
equal to a setback.

Join SwissCham NOW!
swisscham.crg

SwissCham is the necessary partner to your business; we understand and represent our members’
interests within the business community and towards governmental authorities.

Sign up today and enjoy the membership benefits!

» Establish key contacts and new relationships

* Reach access to business oppaortunities in China and Switzerland
* Tackle specific issues in focused committees

= Gain access to government officials & representatives

* Experience cur business setup intelligence

* Enjoy free subscription to “The Bridge™ magazine

* Get discounts at events and on selected advertisements

* Receive a free "Membership Directory” and more membership advantages on many cccasions

/19 \ swisscham.org



Business and Economy

L& 5

£, AE. HPEA DB LR

BFAERR

Wik AUR

BHERZER EFBNE, FHNFEEE=RE
LiERITigE EFFREIN, KBEGZIHE, K
AFERAERAE, 5IXEF. HEHAO
T8, XFKFEEE, WM PERRY
=28

REKERER, 2RMEIGERENBirH
®, ARBEELREME. ZRERKND, il
ERKART. XFEAEMNEEX—FE
RSSO AMERFE, BXE, HLHfsd
EEHENERFATXAEMNERNEE. HL
MNP ER M HEEEARERRRNER,
ﬁﬂﬁM?EE*ﬁﬁﬂsziﬁm\ﬁﬁ
BARNTIRIEFERREPRNER. pET
Fti FREMS SR EEES &MHﬁ

BRZXITYE? 5T LM+ REGFLE
L4d

Kz, PEZETHRINCEKEZREHKEE. 7]
BEARIZNEINEL. PEERFRZE
REWmETEREBHHN B A ERHIIT T iE.
&, FEKXFBKADTEHEL, — HFE
EREMMRERBGTARASUT LEMBE=
HEWMBUETE, FERMERRESHE L
TRk B IR FH T T 1318 .

COESYTHILEHZIEXN, RATEY
FEFHRIXEMF, G AEE?
MR UE R T2 = IR M BUR TR 1R 1R

/20 \ swisscham.org

BRTAERENBEIRAR. —HM@,
BErAARARZHER, MILATHRRE
BMEFARTREMIHRE. 5— ﬁﬁ,ﬂ
B KRA130A ARITEHRE. 36AKREH
HE—EABHENERILEF, mxFHA
ATE, WG A TIER AL,
KINAEREER T AT BERRRER, F776¢
X84 7T RAT. XFLIKKIEEE, KMLER
TR S BRI . X TIZthAE Kt
X30007F BER®&RTAUIEEF], 5+FEisiiH
LEEAIRMR. —FAE, AMEKERMEEREA
BIEHIE AR, BS—AE, o Libigk
g, MIFEICHE, ERTEGAME, &
E#KERME Rt R R E Y.

BEZHA, REAMECEK, BirmREK
RTEE. EIETRRMERXRED, LB AH
FHEERM=ZATIHANEE: Z5F. FEM
HeRAM.

&WI

KAREEHEFPEHEFERFPHETER
B, REREEE?

BEATALE, PEBENERERPERLH
MARTETO% L L. BRTEAMERFREMES
EH, ZEFEHFSRELNE, T3, BE
ELBIA20%B9 7K FI R RIEAL T L A8 .

HEK K BB REFR T FT 1A 2169412 F L,
HEPAZTREZERTEFAE. KhxBi~
BEIR1.71ZF R, ATIfERERAHR L&KM

Ex &R B N##(Moritz Leuenberger)ip kM SERE

BHERRER KFRBENE
W, KEREHFL LR
dr L IEEREERIZ T BHE D
E,

seugAe( 201G/ MIAN @

KhEBEFE.
TEEEBAEXAENHAMKERR BER
BRE. AEFRD, ZE—TmEITIERNE
et NEIRILRBEXT REN. 22020
F, RIF28007 NRKEF1.04Z A OBIEEFHR
H/NBUERMR R fR

I & F RS S RIG T RET KL R
k3 1E?
BREAEREZBEKFREZMRBHGES
BKASESUERLMRL. HFERSE
TSR EIR AR NG5 Eif— RN
BYEAE, FALZRRSEA—1NIEHERR, 5
EMEREEZF. RBMHRAFEHSE.

KBRS SR B A S GHBIER?
X, AMERESIRETE, ﬁﬁ?ﬁﬁ?ﬁﬁ
ke, RLEKEZREHROHXMNTFXKHET
RIEE ﬁﬁmyﬁﬁ*%ﬁ*Af$®M
Mk ZRIFABAAITAEME SR, BHEFK
Mﬂ%ﬁ§,§TR+EWﬁT“E§& 57k
FHRERHEKER . BENKESRENFATR
By AT 8 tl:IE?"EiJ@E’Jéé,%f‘MEﬁFIE
HNEBEBRT UM KEENGEE T, HATR
ZESTKCEEEIE, FES TR —IR
TEERMIRIER EFUNIT. BINFEMER
KHIHES . TR IR W TR b T 0 LR 3
B AARHMIR .



Minimum commitment.
Maximum flexibility.

Regus Business Centres Offer:
* Fully-equipped, ready-to-use Offices

* Meeting / Conference Rooms with
videoconferencing facilities

* Virtual Office with phone and mail
handling

Shanghai Jin Mao Tower and Standard
Chartered Tower are located in the centre of [
Lujiazui Finance and Trade Zone in Pudong,
where many multinational companies set up
their regional headquarters.

Other Regus Centres in Shanghai:
Bund Centre / Nanjing West Road /

One Corporate Avenue / Shui On Centre /
Silver Centre

Jin Mao Tower Standard Chartered Tower

+86 21 6122 1005
800 819 0091 (toll free in Mainland China) h‘ www.regus.cn



L2 5 A

Business and Economy

Sino Swiss Science Update, Supported by ETHZ

ETH Zurich and swissnex Shanghai: A Fruitful Collaboration

SWISSNEX

shangha

m Zurich

TH Zurich, the leading technical university in Mainland
Europe, has recently defined its internationalization
strategy in order to be fit for the long-term positioning in
a globalized world. According to this strategy, all ETH
activities abroad shall serve two main objectives: strengthening
its role as a first-rate institution in higher education and enforce
its position as a world-class research university in engineer-
ing and natural sciences. Acting as the leading house for Sino
Swiss Science and Technology Cooperation (SSSTC) gives
ETH an excellent opportunity to serve the Swiss community
through executing the program. Beyond that, it also creates
chances for ETH to explore potential partnerships with Chinese
universities, funding institutions, and industry for its own pur-
poses. The embedding of SSSTC within swissnex Shanghai
enhances the probability of a fruitful cooperation and the shar-
ing of knowledge, experiences, and contacts. The following ar-
ticle describes the SSSTC program in detail. To promote public
private partnership, we will focus on specific SSSTC research
projects relevant to industry in the next issues.
Dr. Margrit Leuthold, Director International
Institutional Affairs, ETH Zurich

21 NOBEL LAUREATES. Main building of ETH in the heart of Zurich.

ETH Ziirich Key Figures

» Founded 1851 « 16 Departments « 21 Nobel Prize Winners
* Nr. 24 Shanghai Ranking * Number of Students: 15'745
* Faculty staff: 368  Research staff: 5'077

Sino-Swiss Science and Technology Cooperation: Status and Outlook

By Dr. Maio Chen, SSSTC Program Coordinator in Switzerland

ince the mid-1990s, Chinese expendi-

ture on R&D has been growing rapidly.

This emphasis on home grown inno-

vation has led to a steady and drastic
increase in Chinese patent applications. In
~ contrast to China, Switzerland, though a small
country based on its landmass and population,
has a tradition of scientific and technical innovation in modern
history. It's pharmaceutical and electronic industry, for example,
have been competitive worldwide for decades. To take advan-
tage of the strength of both countries, and based on the principle
of equal partnership, the Swiss (Secretariat of Education and Re-
search, SER) and the Chinese government (Ministry of Science
and technology, MOST) have launched a science and technol-
ogy cooperation program (Sino Swiss Science and Technology
Cooperation, SSSTC) in 2004 as a pilot program to address the
mutual interest and concern in education and research.

2008 marks the progression of SSSTC into an action phase
(2008-2011). In contrast to its pilot phase (2004-2007), where
workshops and symposia were the main focus of the program, the
action phase SSSTC underscores a bottom up approach of re-
search collaborations and academic exchanges. The four funding
instruments reflect this emphasis: JRP (joint research projects), IP
(institutional partnerships), FE (faculty and staff exchanges), and
SE (student exchanges). (For detailed program information and
further questions, please go to: www.china.ethz.ch.)

One year after the launch of the action phase SSSTC, we
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maio.chen-su@sl.ethz.ch

are pleased to announce that the program has successfully
identified 25 JRP, 6 IP, and 5 FE/SE proposals to be funded. All
36 projects enjoy both Chinese and Swiss funding, with MOST
and CAS (Chinese Academy of Science) being the main fund-
ing agencies on the Chinese side and SER, the Swiss side. So
far about RMB 14 millions and CHF 6 millions have been com-
mitted for these projects.

In the coming years, SSSTC will focus on two tasks: (1)
Acknowledging the benefit of a broad-ranged contact between
the two cultures, SSSTC would like to include all fields of dis-
ciplines in its scope of cooperation. This is in contrast to the
current emphasis on 4 different technology fields. (2) Reflecting
on the needs of the society, SSSTC will endeavor in including
private industry in the program. Given the tradition of close ties
between Swiss universities and private industries, we look for-
ward to an expanded participation from industrial partners in the
near future.

Furthermore, in order to pool resources and create synergy
between different Swiss federal offices, discussions are now
under way with the Swiss Federal Office for Professional Edu-

- | cation and Technology (OPET) on how SSSTC
'} and OPET can join forces. We foresee an en-
larged program in the years to come.

Your contact in China:

Dr. Lan Zuo Gillet, SSSTC Program Coordinator in
China

Lan.ZuoGillet@ SwissnexShanghai.org




swissnex Shanghai presents:
New Sino Swiss Science Update

By Flavia Schlegel MD MAS, Executive Director swissnex Shanghai

wissnex Shanghai is fostering partnership between Chi-

na and Switzerland in the areas of science, technology,

innovation and higher education. swissnex Shanghai

initiates and facilitates cooperation between research-
ers, university professors and students of both countries.
Among other services swissnex coordinates the Chinese part of
the Sino-Swiss Science and Technology Cooperation program,
we provide council to individuals and institutions which want to
explore options of cooperation with the other country and we
organize workshops and seminars for better understanding of
each country’s strengths and challenges.

At the beginning of any scientific endeavor there is a ques-
tion. To find a good answer and a creative solution that can be
applied efficiently a strong link between researchers in Uni-
versity labs and in R+D divisions of private companies is key.
With the new Sino Swiss Science Update swissnex Shanghai
is reaching out to the business community to talk about Sino
Swiss developments and initiatives in science and technology.
| would like to thank the Bridge team for their offer and effort to
integrate the Science Update in the Bridge magazine and ETH
Zurich for making this contribution possible.
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Sino Swiss Science Update, Supported by ETHZ
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Impact of the Economic Crisis on Science and Education

By Markus Reubi, Science and Technology Counsellor, Swiss Embassy in China

s companies are closing their doors or turning down

their recruitment activities due to the economic slow-

down, students in China and all over the world worry

about their future on the job market. At the beginning of
2009, it is reported that among the graduates of 2008, about 1
million had not secured a job in mainland China. This summer,
they will be joined by an estimated 6 million fresh graduates to
fight for jobs. Dealing with this challenge is one of the top priori-
ties for the Chinese government.

There is little doubt among policy advisors, that vocational
education is crucial to economic development and job-creation.
In China, vocational school graduates are less paid and less
respected than university graduates. Switzerland is often cited
as one of the leading countries, which managed to upgrade vo-
cational education and to establish a so called “dual system” of
vocational and academic education.

Looking at science, the question of course remains whether
the financial crisis will also haunt the laboratories in China.
Chinas gross expenditure on R&D (GERD) as % of GDP has

increased from 0.95% in 2001 to 1.49% in 2007. Will the targets
(2.0% by 2010, 2.5% by 2020) be reached? While the credit
crunch is shredding R&D budgets inside many institutions and
corporations, some in the research community are seeing op-
portunities amid the crisis. While production lines with out-of-
date technologies are being shut down, the government is in-
vesting more and more into innovation, which in turn is creating
more jobs for R&D personnel.

Whether the economic crisis will have negative effects on
students’ and researchers’ mobility or not, remains to be seen.
According to the Ministry of Education, the number of foreigners
studying in mainland China exceeded 220’000 in 2008, 14% up
from 2007. Those who study in China expect to be better posi-
tioned to compete for jobs in their home countries as well as in
China. Every year China provides more than 13’000 scholarships
to foreign students (48 to Switzerland) and the National Natural
Science Foundation has started an attractive research fellowship
scheme for international young scientists — an interesting oppor-
tunity to discover for Swiss students and researchers.
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“Treaty Provides Legal
Security to Investors”

Swiss investors among the first foreign investors in China
to benefit from an enhanced protection under international law

Interview, Fabian Gull

Lukas Siegenthaler, Head of Interna-
tional Investment and Multinational
Enterprises Division at the State Sec-
retariat of Economic Affairs (SECO)
talks to The Bridge about the new
Investment Protection Agreement
between Switzerland and China.

Lukas Siegenthaler, Switzerland and
China already signed an agreement on
mutual promotion and protection of
investments (APPI) back in 1986. Why
concluding this new agreement?
Since the conclusion of the first invest-
ment protection agreement — more than
twenty years ago — investment flows have
strongly increased, in particular in the form
of Swiss direct investments in China. Well
aware of the increasing importance of the
Chinese market, Swiss companies have
established a broad presence in China and
the stock of Swiss direct investments in

this country is close to USD 5 billion today,
which makes Switzerland one of the most
important countries of origin for foreign
investments. Therefore, on the occasion
of the visit of State Secretary Jean-Daniel
Gerber (SECO) to Beijing in December
2007, both countries expressed their com-
mitment to further enhance their economic
ties, particularly with regard to investments,
and agreed to review the existing invest-
ment agreement with the objective to bring
it up to today’s international standards.

What gaps did you have to fill?
Several improvements have been
reached. Among other important issues,
the inclusion of the principle of national
treatment, which guarantees foreign
investors the same treatment as national
investors, and the settlement of invest-
ment disputes between an investor and
the host country could be mentioned.

Jaleyiuabalg sexn

Lukas Siegenthaler:
“Growing “patchwork” of
bilateral investment treaties”.

What are the main contents of the new
agreement?

The core discipline of the agreement is
non-discrimination, which guarantees
foreign investors the same treatment

as the one provided to national inves-
tors (national treatment) or investors

of third countries (most favored nation
treatment). The agreement also includes
specific provisions on general treatment,
free transfer of payments and capital in
relation with an investment and dispute
settlement procedures. Furthermore,
direct and indirect expropriations are only
allowed on a non-discriminatory basis,

in the public interest and against full,
prompt and effective compensation.

What will be concrete benefits for
Swiss investors in China? Can you
take an example?

The main objective of the agreement
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is to provide legal security to investors.
Investments, in particular direct invest-
ments, are normally made in a long-term
perspective. Therefore, several disci-
plines protect investors from arbitrary,
unreasonable or discriminatory treatment
by the authorities of the host country.
From a practical point of view, an impor-
tant improvement has been reached with
respect to the procedures for the settle-
ment of investment disputes between an
investor and the host country. The new
agreement will give the investor the right
to submit every kind of investment dis-
putes to international arbitration, while the
1986 agreement recognized such right
only for disputes concerning the amount
of compensation in case of expropriation
or nationalization. This will place Swiss
investors among the first foreign inves-
tors in China to benefit from an enhanced
protection under international law.

When will the agreement enter into
force?

As soon as both contracting parties
have notified each other that they have
concluded their internal approval proce-
dures according to national legislation.
Switzerland will submit the agreement,
which was signed by both parties on 27
January 2009, to the Federal Parliament
for its approval before the end of 2009.
Probably at the beginning of next year,
Switzerland will be in the position to
submit its notification. According to our
information, also China should be in the
position to conclude the approval pro-
cess before the end of this year.

There is a multitude of agreements all
concerning investments. There are
multilateral investment regulations (ie.
WTO), investement rules of groups of
states (ie. OECD, ASEAN), free trade
agreements and bilateral investmenet
agreements. How can investors keep
track and what counts?

The lack of a comprehensive universal
order for investments — comparable, for
example, to the order provided by the
WTO agreements for international trade
in goods and services — can indeed

be seen as a permanent challenge for
international investors. In the past, at-
tempts were made — for example in the
framework of the OECD - to replace the
growing “patchwork” of bilateral invest-
ment treaties by a multilateral instrument
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covering the complete investment cycle
(market access as well as investment
protection). But these efforts failed.
Therefore, Switzerland continues to
conclude bilateral investment protection
agreements to protect Swiss investments
established abroad. In addition, market
access commitments for investments are
covered by the WTO agreements (for
services sectors only) and our free trade
agreements. In this respect, a possible
future free trade agreement between
China and Switzerland would perfectly
complement the existing contractual
links.

Switzerland is the 15th largest foreign
investor in China. How do you expect
Swiss foreign direct investments (FDI)
to be influenced by the new agreee-
ment?

Since the pioneering work of the
Schindler company - the very first joint
venture created between Chinese and

"The lack of a
universal

order for investments
is a permanent
challenge for
investors"”

foreign partners almost 30 years ago —
Swiss investors are firmly engaged in the
economic development of China. With the
update of their bilateral investment agree-
ment, both states have acknowledged the
ongoing importance of their contractual ties
in attracting foreign investment. This strong
commitment on both sides will undoubtedly
send out a reinforced positive signal to
Swiss and Chinese enterprises and have a
positive impact on investment flows.
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Planning Ahead

Having a closer look at pension planning for expats

By Diego M. Rovelli, MSc.M and Managing Partner, Swiss Insurance & Financial Advisors (SIFA), Zurich (Switzerland)

or any person or family moving to or living in a foreign

country, a number of important issues with regard to

insurance/provision must be taken into consideration.

In issue 17 of “The Bridge” we visited the Swiss gov-
ernment sponsored programs, such as AHV/IV (OASI/DI).
In issue no 18 the focus was on the selection of a suitable
health insurance cover. Now we have a closer look at pension
planning.

When preparing for this article, | held a workshop with
young business professionals in Shanghai. | also talked to a
number of seasoned executives of European nationality which
are presently planning their (early) retirement and interviewed
retirees in Europe. The aim was to get their views on the topic
and learn from their experiences and mistakes.

The topic is challenging for everybody, but in particular for
the expatriate. Whereas an employee in Switzerland partici-
pates in the 2nd pillar with the employer financing at least 50%
of the savings capital, the foreign delegate might not get such
fringe benefits. Also tax privileged savings under the 3a pillar
are not available. Furthermore, a person working under a lo-
cal employment contract or a self employed person quite often
does not save diligently during his expats years in order to fi-
nance a decent life long annuity. So, let's see what is on stake:

Changing financial world
The pension plan law (BVG) was introduced in Switzerland

in 1985. At that time, the performance of Swiss government
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bonds was in around 5%, thus a minimum interest rate of 4%
for the pension plan money was mandatory. Today we see a dif-
ferent picture. The world’s population gets older and the longev-
ity rate in Switzerland increases by three to four years. What
is the reaction of the politicians and the collective foundations
which manage the pension plans? Interest rates are down at 2%,
with our Minister of Economic Affairs, Mrs. Doris Leuthard, fore-
warning us that a zero interest round could be imminent. The
pension plans reduce the pension conversion rate (mandatory
part only) from 7.2% to 6.8% and a further reduction to 6.4% is
in the planning. Taking as an example a capital of CHF 100’000,
this means a reduction in yearly pension benefits from CHF 7’
200 to CHF 6’800, and 6’400 respectively. Retirement age for
ladies is going to increase to 65 with the option to work up to
age 70 for all. Whereas a Swiss employee could assume that
the benefits of the 1st and 2ne pillars would offer him a decent
retirement life, we see a dramatic change. With interest rates
(also called the third premium payer) down, many retirement
dreams are going to be postponed or must even be cancelled.

Life phases
In financial terms, our life evolves in various phases.

Phase 1: From age 25 to retirement, a savings capital
should be earned which ideally was acquired in a tax optimized
way.

Phase 2: Uncertainty when working phase ends. The ques-
tion arises whether a regular retirement or an early retirement is
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desirable. Questions come up about lump sum benefit or pen-
sion, repayment of mortgage, availability of annuities etc.
Phase 3: Start of the dissaving phase. How long will the as-
sets last, questions such as long-term care savings, will, inheri-
tance are to be answered.
The challenging questions for expatriates are the following:
* Am | on track job wise?
* Do | stay in Asia, resp. overseas? For how long?
* Tax improvement
* Personal budget. Which currencies do | invest into?
* Do | buy real estate? Where do | retire?
* Future form of living
« Flexible retirement
* Health issues
* Volatile stock market — low interest
» Tax and Estate planning
However, with clever pension planning many of the above
mentioned life challenges can be controlled, and answers found
for ease of mind respectively.

Savings process for a pension capital
Assuming that at age 65 you would like to profit from a life

long annuity of annually CHF 80’000 (including surplus), you
need to save approx. CHF 24’000 per year during 40 years,
based on an average interest rate of 2%. Ideally the employer
participates in contributions, which should also be tax deduct-
ible. If not, you have to bear the entire savings part on your
own.

It is quite simple - each savings plan starts with a budget.
You will then have to decide on the savings vehicle. Although
the banking community will not like my comments, | feel that
pension plan money must remain 100% safe and should nei-
ther be invested in the stock market, nor in funds, derivatives
etc. Also, a scheme which supports me in my savings plans is
advisable. Therefore, an insurance vehicle such as a deferred
annuity with refund (in case of death) seems to be a quite con-
venient tool. The advantage of an insurance solution is that in
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such a plan the premium waiver can be included, which assures
that my target pension planning is reached even in case of a
disability. Of course you can also place your money in a savings
account, in the money market or buy government bonds. Impor-
tant is, that you save in a planned, safe and controlled way.

Summary
My numerous discussions with either young professionals,

executives close to retirement or retired people have affirmed
me in my conclusion, that pension planning cannot start early
enough. Retirement can only be enjoyed, if in addition to good
health, a decent and lifelong income is at one’s disposal. In or-
der to assure this, substantial funds must be saved during long
years of work, unless an inheritance provides for the funds. For
most of us, this is not the case.

Pension Planning Checklist

- If delegated by an employer overseas, check whether you
are covered in a pension plan, understand what the ben-
efits are at age 65

- When participating in the local social security system and
pension plan: what is the impact on your future pension
benefits? Will you be able to benefit from the system?

- As a localized expat you should try to get equivalent ben-
efits on a private funded basis; start funding of a private
pension plan

- Don’t give up easily your voluntary participation in the AHV/
\

- If real estate is part of your pension planning, understand
the market cycles

- Review your plans regularly with a professional and adjust
your planning accordingly, also taking the aspect of tax
planning into consideration

Do you have questions, comments, or suggestions for topics to
be discussed? Please send an email to info@sifagmbh.ch.
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“The ‘Soul’ of Brands
Are Inimitable”

Chinese design is on the upswing, says Xie Jianjun,
President of Beijing Dongdao Design Company

Interview, Batiste Pilet, General Manager SwissCham Beijing

Xie Jianjun, what are the main chal-
lenges faced by foreign companies
concerning branding when entering
the Chinese market?
| think they face four main challenges:
The first challenge is the specificity of
the Chinese society compared to other
countries, especially with Western coun-
tries. This means that the target group
and positioning of these brands are not
necessarily relevant in China. After enter-
ing the Chinese market, they must find
a positioning appropriate to the Chinese
market. This requires a quite deep un-
derstanding of the Chinese society and
economy.

Second is the cultural aspect. Chi-
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nese have their own vision of tradition
and value. Even though Chinese do not
reject external influences, but foreign
companies must have a certain under-
standing of its values and a full respect of
its culture. This is the only way to obtain
a cultural recognition from the consumers
and optimize the brand communication.
Another challenge are the relatively poor
regulations of intellectual property rights.
Brands are very much exposed to imita-
tion. If the opponent is an “elephant”, it

is very easy to deal and solve the prob-
lem, but if the opponent is a multitude of
omnipresent “ants”, it becomes quite dif-
ficult. Foreign companies in China should
at least register each of their products

Xie Jianjun: "In the age of
the information explosion,
you have to communicate
your brand information in
the simplest and clearest
manner."
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and promote actively their brand culture
and experience. The “soul” of these
brands are inimitable. Lastly, | would like
to mention the problem of localization.
More often, companies should not think
whether they should be more local or not,
but should think of the degree of localiza-
tion. This is strongly related to the brand’s
positioning and its industry.

Dongdao Design has a record of co-
operation with major Chinese authori-
ties and state-owned enterprises .
What are the main expectations to-
wards corporate identity and branding
by these clients compared to private
companies?
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Compared to private companies, large
state-owned companies face less com-
petition and have fewer requirements for
a differentiation branding in China. When
confronted with international competi-
tion, they have more confidence and are
therefore more willing to show or even
stress their "Chinese" identity. Their
style of expression is based generally on
"representing the country, solemn, gener-
ous and grandiose". When they choose
a specialist for their branding, they focus
more on the partner's proficiency level
and influence. On one side, this is due
to careful and exigent requirements. On
the other side, these organizations or
companies need increased involvement
in the specific application of the design.
They hope to establish long-term co-
operation and receive all-around services.
For example, our cooperation with Air
China, the Water Cube or China National
Petroleum always included interdiscipli-
nary branding services such as identity
design, brand environment, brand com-
munication, product design, etc.

Property rights are
a problem. Fighting
a multitude of

omnipresent ants is
difficult

More and more Chinese design compa-
nies are going global. What main influ-
ences will these companies bring to the
global market in terms of branding?
Actually, this is a bidirectional process.
With the increasing number of interna-
tional branding design companies enter-
ing the Chinese market, we have begun
to expand globally. Many of our inter-
national partners in the industry or their
clients want to enter the Chinese market.
They often want to learn from our experi-
ence or partner with us and as a result of
this cooperation, we are better in touch
with international design ideas and work-
ing methods.

At the current stage, we think that
the main mission of Chinese branding or
corporate identity design companies is to

Chinese design
and branding have
the potential to reach
advanced global

recognition within

10 years.

help Chinese companies and brands to
become competitive in the global market.

What is the most difficult in getting
your message across?

If we had time for lengthy explanations,

| believe that it would not be difficult to
make people understand what we want
to communicate. But in the age of the in-
formation explosion, you have to commu-
nicate in the simplest way and transmit
your brand information in the most exact
way. This is simple to understand. For
example, a joke or a comic book might
amuse Germans, while people from other
nationalities or cultures might not under-
stand the humor. Similarly, in China, you
have to understand the people and the
culture in order to win their laughs!

What do you think of the development
of Chinese brands in the future?
Nowadays, many Chinese companies
possess a branding consciousness.
Even though this consciousness is still
relatively basic, and the process of ac-
quiring a brand design often chaotic and
unpredictable, they have at least started
to move.

No matter in which country or region,
a brand always needs to be adapted.
| believe that pushed by the economic
environment and the efforts of branding
design companies like ours, Chinese
companies have the potential to reach
an advanced level in the global market
within 10 years.

It is perhaps unexpected for many,
but | think that the Chinese brands that
are currently boosting their develop-
ment are the government and the cities.
On the companies’ side, those who are
confident enough to claim that they are
“made in China” are only a few. However,
China itself is the best representative of

China! The Beijing 2008 Olympic Games
was an excellent brand. It promoted not
only the Olympics, or the City of Beijing,
but also a brand new image of China.
We were very honored to take part in
this project. From the cities perspective,
travel destination should come first, like
the good example of the City of Hang-
zhou, which is one of our projects.

Which recent work of your company
are you most proud of?

Every project we have done is like our
child. It has been developed with passion
and brings us pride.

Hanwang Technology is a famous
producer of graphics tablets and micro-
pressure sensor technology is a basic
appeal of Hanwang's top-level products.
We worked around the products’ technol-
ogy and strategy to provide logos and
packaging for products. New visual iden-
tity and a packaging with a clear differ-
entiation led the sales of Hanwang triple
in a short term. The new package design
also boosted their international line.

The German Association of Industrial
Designers (VDMA) is an important ser-
vice association in Europe and provides a
large network of people in the machinery
manufacturing industry. We designed the
logo for their event “Choose the Original
-Choose Success!” which was largely
praised at the Hannover Industrial Fair.
But more than our accomplishments, |
am mostly proud to have a team featur-
ing the best designers in China. They are
young, talented and influencing China’s
design world.

Xie Jianjun

Xie Jianjun, was born in 1973 in the
coastal city of Qingdao. He obtained
a master degree at the China Central
Academy of Fine Arts (CAFA). Xie Ji-
anjun found Dongdao Design in 1997
which has grown into a leading design
company in China. He also performs
in a multitude of positions such as
deputy secretary of the Beijing Indus-
trial Design Promotion Organization,
visual consultant of the Water Cube
and Executive Chairman of Interna-
tional Logo Biennial Awards China.
Xie is an outdoors person, enjoying
mountain climbing and hiking in his
spare time which gives him “infinite
energy for working”.
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Business and Economy
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Book now a Calendar 2010 and support the
School Reconstruction Project in Sichuan!

The twelve month special calendar for the year
2010 contains 24 beautiful portraits of Swiss and
Chinese school children taken by the famous Swiss
photographer Petri de Pita. On each picture the
children holding self-made drawings to express
their future dreams and wishes. By buying this
calendar you will directly support the project and
help to finalize the school project in Sichuan. The
price for each calendar is 300 RMB or 50 CHF
(excluding postage fee).

Book your calendar today: info@sha.swisscham.org

Donations still needed— Help us to finalise the school project in Sichuan

Swiss Community Project
Reconstruction in Sichuan: School & Housing Sponsorship Project

On May 20, 2009 the groundbreaking Ceremony of the school took place and the

construction work of the school has started.

The new kindergartens design is inspired by a traditional Chinese garden. A
dragon-shaped covered corridor is additionally used to create a feeling of learning

and exploring inside the school.

With an area of 6,500 square meters, the school can host over 300 students and
will be suitable and accessible for disabled children too.

If you would like to make a donation or have further enquiries, please contact
Felix Sutter, Tel. + 86 (10) 6533 2110

In China:

"1[

,...- '.:'_ i"

" B

We are still looking for individuals and organisations to join in and assist ‘The

Swiss Business Community Reconstruction Project’. Funding and non-financial

resources are greatly welcomed to help the community of Long Xing Town to
reconstruct their schools and homes.

Donations still welcome!

For more information please visit: www.swisscham.org/sha/news/sichuan.php

"EARTHQUAKE RELIEF"

felix.sutter@cn.pwc.com, (Beijing)

Christoph Lang, Tel. +86 (10) 8532 8888 ext.8869
christoph.lang@eda.admin.ch, (Beijing)

Liv Minder, Tel. +86 (21) 6149 8208
|.minder@sha.swisscham.org, (Shanghai)

Karin Reiter, Tel. +41 (0) 44 639 2015
karin.reiter@zurich.com, (Zurich)

swisscham.crg

In Switzerland:

Bank:

Account Name:
Account Number:
Bank Address:

General Line:

Confederazione Svizzera
Confederaziun svizra

Embassy of Switzerland in China
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Schweizerische Eidgenossenschaft
Confédération suisse

Alternatively, donations can be paid to the following bank account with the reference

UBS AG Beijing Branch

SWISS CHINESE CHAMBER OF COMMERCE

2701450101

12/F Winland International Finance Center,

No. 7 Finance Street, Xicheng District, Beijing 100140, China
+ 86 (10) 5832 7000
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