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Brief background and Scenarios
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The change of China real GDP growth
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RORGA - Actual Return on Capital

(Cumu. Difference to baseline,%)

1.2

S _e2005

. S _e2010 /"\-\

/ .
06 [
) I
0.2 /

Y2001- Y2006 Y2007 Y2008 Y2009 Y2010 Y2011- Y2016-
2005 2015 2020




3.5

2.5

1.5

0.5

Change In Capital
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Change in Employment
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Welfare Decomposition
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Welfare Decomposition

The total contribution to regional EV of allocative effects

CNTalleffir(i,r) =[0.01 * EVSCALFACT(r)] * [PTAX(i,r) * [qo(i,r) - pop(r)]
+ sum(j,PROD_COMM, ETAX(i,j,r) * [gfe(i,j,r) - pop(D])];

CNTalleffir(i,r) =[0.01 * EVSCALFACT(r)] * [PTAX(i,r) * [qo(i,r) - pop(r)]
+ sum(j,PROD_COMM, IFTAX(i,j,r) * [qfm(i,j,r) - pop(r)])
+ sum(j,PROD_COMM, DFTAX(i,j,r) * [qfd(i,j,r) - pop(r)]) + IPTAX(,r) * [qpm(i,r) - pop(r)]
+ DPTAX(i,r) * [qpd(i,r) - pop(r)] + IGTAX(,r) * [ggm(i,r) - pop(r)]
+ DGTAX(i,r) * [ggd(i,r) - pop(r)] + sum(s,REG, XTAXD(i,r,s) * [gxs(i,r,s) - pop(r)])
+ sum(s,REG, MTAX(i,s,r) * [gxs(i,s,r) - pop(N])];
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Welfare Decomposition

The terms of trade effect on regional EV

CNTtotr(r) =[0.01 * EVSCALFACT(n)]
* [sum(i,TRAD_COMM, sum(s,REG, VXWD(i,r,s) * [pfob(i,r,s)]))
+ sum(m,MARG COI\/IM VST(m,r) * [pm(m,r)])
- sum(i,TRAD _COMM, sum(s REG, VXWD(IS r) * [pfob(i,s,r)]))
- sum(m,MARG COMM VTMD(m, r) [pt(m)])];

Since tot(r) = psw(r) - pdw(r) => psw(r) < pdw(r)

Capital goods price effect on regional EV
CNTcgdsr(r) =[0.01 * EVSCALFACT(r)] * [NETINV(r) * [pcgds(r)] - SAVE(r) * [psave(r)]];

pcgds(r) and psave(r) increase, but the change in the second term is larger.

The contribution to regional EV of changes in financial equity owned

by regions

CNTfeqyr(r) = [0.01 * EVSCALFACT(r)] * [ sum(i,,ENDWC_COMM, VOA(i,r) * [gk(r) - pop(r)])
- VDEP(r) * [gk(r) - pop(r)] + YQHTRUST(r) * [yght(r) - pop(r)] - YQTFIRM(r) * [yqtf(r) - pop(n)] ] ;

Household income from equity in the global trust, yght(r), decreases
Global trust income from equity in firms in region r, yqtf(r), increases



Brief conclusions and policy implications

For China

— Be patient...

 Although the benefits of gradual elimination are not so
significant in short term, the long run effects are
similar...

e The adjustment is smoother...

For NAMERICA and EU

— Taking time to adjust...

 Although the competition from China is temporary
weakened, it will be released gradually. The best
strategy Is getting ready for adjustments...



Thanks for attention!

Looking for all the participants to China...

Find chance to cooperate with you to work,
drink beer or dance...

Keep In touch!!!
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