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Evolution of China’s Belt and Road
Initiative: Health Silk Road

The Belt and Road Initiative (BRI) remains one of China’s most important national
strategies. In the past most achievements related to promoting the primary targets of
the initiative, the land-based Silk Road Economic Belt and sea-based 21st Century
Maritime Silk Road. In recent years, China has expanded its ambitions with the
introduction of the Digital Silk Road, Green Silk Road, Health Silk Road, and Polar Silk
Road. While developments in these four areas have already changed the BRI
landscape, global investors’ knowledge of the progress being made is still nascent. We
delve into the Health Silk Road dimension of the BRI to allow global investors to better
understand the initiative’s future roadmap and the relevant investment implications.

What is the Health Silk Road?

The Health Silk Road was proposed back in 2015 and its original intention was to
declare China’s commitment to global healthcare and strengthen people-to-people
bonds along the Belt and Road region. The outbreak of the COVID-19 crisis globally in
2020 led to an acceleration and expansion of the Health Silk Road, which now covers
broader aspects such as medical innovation, cooperation among health-care
professionals abroad, vaccine diplomacy, and medical facility construction. All of
these are parts of China'’s efforts to build a “community of common health for
mankind” with its partnering Belt and Road countries. In July 2021, a white paper was
published by the Information Office of China’s State Council confirming that
developing the Health Silk Road will be China’s key priority under its 14th 5-year plan
for national economic and social development.

Why is China promoting the Health Silk Road?

China’s efforts to revive the Health Silk Road during the pandemic were driven by
both political and economic considerations. In political terms, these efforts have
served to enhance China’s reputation as a responsible and resourceful member of
the international community. It has also helped to build a better foundation for future
cooperation and partnerships in other areas with Belt and Road countries. In
economic terms, the Health Silk Road is beneficial for the development of China’s
pharmaceutical and biotech industries given their broader reach into developing
economies. The setup of better medical facilities and infrastructure has also opened
up more opportunities in the Belt and Road region for both Chinese and local
healthcare companies. With the pandemic behind us, similar political and economic
motivations continue to drive China’s advancement of the Health Silk Road.

Outlook for Health Silk Road and investment implications

The last two to three years have been critical for the development of the Health Silk
Road. As China began to recover from the pandemic, it actively donated medical
supplies and equipment to Belt and Road countries and sent medical experts abroad
to help countries in the region. Based on an official statement from Chinese
government, during the pandemic, China donated medical equipment to 150
countries and 14 international organizations. The country provided US $50 million in
funding to the World Health Organization and US $50 million funding to the UN
COVID-19 Humanitarian Response Plan. China has also provided 1.5 billion doses of
Chinese vaccines and raw ingredients, over 320 billion masks, 3.9 billion protective
suits, and 5.6 billion testing kits to the rest of the world."
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1. Sticking Together through Thick and Thin for 50 Years: China, the United
Nations, and the Future, October 2021, http://gd.china-embassy.gov.cn/eng/
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However, the Health Silk Road is much more than China simply extending medical
support to Belt and Road countries. Given the evolution of the COVID-19 pandemic and
vaccines related to that, China has become the largest supplier of vaccines to
developing economies. This is notable because up until 2019, China only played a
minimal role in the global pharmaceutical industry. According to Channel News Asia,
China contributed less than 2% of medical goods procured by United Nations in 2019.
By contrast, India contributed 22% of such procurement, and 60% of global vaccine
exports. Within one year of the pandemic, China was the leading exporter of vaccines
to the world.2 According to government officials, China has provided more than half of
the COVID-19 vaccines manufactured globally.3 As of May 2021, China led on both
overall production and amounts exported as per the below chart.? It is worth
highlighting that while most developed economies focused more on providing
domestic vaccines during the pandemic, China focused heavily on exporting vaccines
to other countries, especially those in the Belt and Road region. Given these
developments, China’s pharmaceutical industry has grown significantly in terms of
both domestic production and global reach.

Figure 1- Number of vaccine doses produced and exported as of May 2021 (millions)
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China has not only worked to provide vaccines and export them to the developing
countries but has also helped other countries build their own facilities to produce
vaccines locally. This has benefited developing countries by enabling them to save on
the cost of vaccines and ensure a more rapid distribution network. In June 2021, China
announced an agreement with 28 other Belt and Road countries to further establish
international cooperation on vaccines and promote the fair international distribution of
vaccines in the countries around the world.®> A unique feature of the Belt and Road
partnership is to distribute vaccines as public goods through technology transfer and
providing training to local partners to enable local production. Chinese pharmaceutical
companies have worked with local partners in Belt and Road countries to set up
facilities and share the profits with them. For example, a major Chinese biotech
company signed two agreements with Indonesia’s state-owned vaccine manufacturer
for the supply, local production, and technology licensing of CoronaVac in August
2020.8 In March 2021, China and the United Arab Emirates (UAE) launched “Life
Sciences and Vaccine Manufacturing in the UAE”, a joint project by a major UAE Al and
cloud computing company and China’s main state-owned pharmaceutical company to
initiate the first COVID-19 vaccine production line in the UAE.” Overall, We believe
Chinese med-tech and biotech companies are now better positioned to forge
partnerships that could enable them to expand their presence in the Belt and Road
region.

2. China In A Post-Pandemic World: Health Silk Road, Silk Road 2.0 - Part 2/3, CNA
Documentary, February 2022, https://www.youtube.com/watch?v=sGNMYKG5p9s

3. lbid.

4. America First? Covid-19 Production & Exports, May 2021, https://www.statista.com/
chart/24555/vaccine-doses-produced-and-exported/

5. Foreign Ministry Spokesperson's Remarks on Vaccines Provided to Countries that
Have Joined the Initiative for Belt and Road Partnership on COVID-19 Vaccines
Cooperation, August 2021, http://It.china-office.gov.cn/eng/fyrth/202108/
t20210802_9020639.htm

6. Sinovac Biotech - CoronaVac, May 2020, https://www.genengnews.com/covid-19-
candidates/sinovac-biotech/

7. UAE Launches First Covid-19 Vaccine Production Line With China, March 2021,
https://www.arnnewscentre.ae/en/news/uae/uae-launches-first-covid-19-vaccine-
production-line-with-china/
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There is no doubt that China’s Health Silk Road has played an important role in helping
countries globally to battle the COVID-19 pandemic. With the pandemic behind us, the
Health Silk Road is likely to evolve further instead of going off the radar. We expect the
future developments of the Health Silk Road to be impactful in three areas: 1) Building
a better healthcare system in the region in partnership with Belt and Road countries
and creating a better foundation for cooperation in other areas; 2) Further enhancing
the market share of Chinese pharmaceutical companies, med-tech and biotech
companies in the Belt and Road region; 3) Collectively building better healthcare and
medical infrastructure in the Belt and Road and creating more opportunities for
medical companies and organizations in this market. Investors can selectively look into
direct and indirect investment opportunities in related regions or sectors that could
benefit from these overarching trends.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result
of exchange rate fluctuations) and investors may not get back the full amount
invested.

When investing in less developed countries, you should be prepared to accept
significantly large fluctuations in value.

Investment in certain securities listed in China can involve significant regulatory
constraints that may affect liquidity and/or investment performance.

Important information

This document is for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of
Man, Continental Europe (as defined below) and the UK; for Institutional Investors
only in the United States, for Sophisticated or Professional Investors in Australia; in
New Zealand for wholesale investors (as defined in the Financial Markets Conduct
Act); for Professional Investors in Hong Kong; for Qualified Institutional Investors in
Japan; in Taiwan for Qualified Institutions/Sophisticated Investors; in Singapore for
Institutional/Accredited Investors; for Qualified Institutional Investors and/or
certain specific institutional investors in Thailand; for certain specific sovereign
wealth funds and/or Qualified Domestic Institutional Investors approved by local
regulators only in the People’s Republic of China; for certain specific institutional
investors in Malaysia upon request; for certain specific institutional investors in
Brunei; for Qualified Professional Investors in Korea; for certain specific institutional
investors in Indonesia; for qualified buyers in Philippines for informational purposes
only; in Canada, this document is restricted to Institutional Investors and Advisors.
It is not intended for and should not be distributed to, or relied upon by, the public or
retail investors. Please do not redistribute this document.

The publication is marketing material and is not intended as a recommendation to
invest in any particular asset class, security, or strategy. Regulatory requirements that
require impartiality of investment/investment strategy recommendations are therefore
not applicable nor are any prohibitions to trade before publication. The information
provided is for illustrative purposes only, it should not be relied upon as
recommendations to buy or sell securities.

By accepting this document, you consent to communicate with us in English, unless
you inform us otherwise.

For the distribution of this document, Continental Europe is defined as Austria,
Belgium, Denmark, Finland, France, Germany, Greece, ltaly, Ireland, Luxembourg,
Netherlands, Norway, Portugal, Spain, Sweden, and Switzerland.

Where individuals or the business have expressed opinions, they are based on current
market conditions, they may differ from those of other investment professionals and
are subject to change without notice.

This document contains general information only and does not take into account
individual objectives, taxation position or financial needs. Nor does this constitute a
recommendation of the suitability of any investment strategy for a particular investor.
Neither Invesco Ltd. nor any of its member companies guarantee the return of capital,
distribution of income or the performance of any fund or strategy.

This document is not an invitation to subscribe for shares in a fund nor is it to be
construed as an offer to buy or sell any financial instruments. As with all investments,
there are associated inherent risks. This document is by way of information only. This
document has been prepared only for those persons to whom Invesco has provided it.
It should not be relied upon by anyone else and you may only reproduce, circulate
and use this document (or any part of it) with the consent of Invesco. Asset
management services are provided by Invesco in accordance with appropriate local
legislation and regulations. Certain products mentioned are available via other
affiliated entities.
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These materials may contain statements that are not purely historical in nature but are
“forward-looking statements.” These include, among other things, projections,
forecasts, estimates of income, yield or return, future performance targets, sample or
pro forma portfolio structures or portfolio composition, scenario analysis, specific
investment strategies and proposed or pro forma levels of diversification or sector
investment. These forward-looking statements can be identified by the use of forward
looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,”
“estimate,” “intend,” “continue,” “target,” “believe,” the negatives thereof, other
variations thereon or comparable terminology. Forward looking statements are based
upon certain assumptions, some of which are described herein. Actual events are
difficult to predict, are beyond the Issuer’s control, and may substantially differ from
those assumed. All forward-looking statements included herein are based on
information available on the date hereof and Invesco assumes no duty to update any
forward-looking statement.

- in Hong Kong by Invesco Hong Kong Limited SIS & HIA TR/, 45/F, Jardine
House, 1 Connaught Place, Central, Hong Kong. This document has not been reviewed
by the Securities and Futures Commission.

- in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01
Republic Plaza, Singapore 048619.

- in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan
(0800-045-066).Invesco Taiwan Limited is operated and managed independently.

-in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F,

6-10-1 Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director-
General of Kanto Local Finance Bureau (Kin-sho) 306; Member of the Investment Trusts
Association, Japan and the Japan Investment Advisers Association.

- in Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins
Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services
Licence number 239916.

This document has been prepared only for those persons to whom Invesco has
provided it. It should not be relied upon by anyone else. Information contained in this
document may not have been prepared or tailored for an Australian audience and does
not constitute an offer of a financial product in Australia. You may only reproduce,
circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any
investor’s investment objectives, financial situation or particular needs. Before acting
on the information the investor should consider its appropriateness having regard to
their investment objectives, financial situation and needs.

You should note that this information:

-may contain references to dollar amounts which are not Australian dollars;

-may contain financial information which is not prepared in accordance with Australian
law or practices;

-may not address risks associated with investment in foreign currency denominated
investments; and

-does not address Australian tax issues.

-in New Zealand by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333
Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial
Services Licence number 239916.

This document is issued only to wholesale investors (as defined in the Financial Markets
Conduct Act) in New Zealand to whom disclosure is not required under Part 3 of the
Financial Markets Conduct Act. This document has been prepared only for those
persons to whom it has been provided by Invesco.

It should not be relied upon by anyone else and must not be distributed to members of
the public in New Zealand. Information contained in this document may not have been
prepared or tailored for a New Zealand audience. You may only reproduce, circulate and
use this document (or any part of it) with the consent of Invesco. This document does
not constitute and should not be construed as an offer of, invitation or proposal to make
an offer for, recommendation to apply for, an opinion or guidance on Interests to
members of the public in New Zealand. Applications or any requests for information
from persons who are members of the public in New Zealand will not be accepted.
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- in the United States by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500,
Atlanta, GA 30309, USA.

- in Canada by Invesco Canada Ltd. 120 Bloor Street East, Suite 700, Toronto, Ontario
M4W 1B7.

- in Austriaand Germany by Invesco Asset Management Deutschland GmbH, An der
Welle 5, 60322 Frankfurt am Main, Germany.

- in Belgium, Denmark, Finland, France, Greece, Italy, Ireland, Luxembourg,
Netherlands, Norway, Portugal, Spainand Sweden by Invesco Management S.A.,
President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the
Commission de Surveillance du Secteur Financier, Luxembourg.

- in Dubai by Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O.
Box 506599, Al Mustagbal Street, DIFC, Dubai, United Arab Emirates. Regulated by the
Dubai Financial Services Authority.

- in the Isle of Man, Jersey, Guernsey and the UK by Invesco Asset Management
Limited, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9
1HH, United Kingdom. Authorised and regulated by the Financial Conduct Authority.

- in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich,
Switzerland.
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