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Project Blue assesses the social, political, economic, environmental, technological and
demographic trends that are reshaping the competitive and investment landscape for
financial services (FS) businesses worldwide. 

The rise and interconnectivity of the emerging markets of South America, Asia, Africa
and the Middle East (together these regions form what PwC terms ‘SAAAME’) is in
many ways the most far-reaching of the developments facing the FS sector. The value
of intra-SAAAME commerce is now much larger and growing much faster than the
trade flows to, and between, developed markets. 

China’s FS institutions are set to play a key role in supporting their customers as they
seek to take advantage of increased intra-SAAAME trade. As we examine in this paper,
key considerations include how to develop the presence on the ground needed to
support clients’ overseas expansion and how to manage risk and talent across more
complex and diverse international operations. New approaches to growth and
organisational design may be needed as a result.

I hope you find this paper interesting and useful. If you would like to discuss any of the
issues raised, please feel free to contact either me or one of my colleagues listed on
page 12. 

Raymond Yung 
PwC (China) 
Financial Services Leader 

Foreword

Welcome to ‘Capitalising on the
growth and global interconnectivity
of the emerging markets: Financial
services in China’. The paper is
a China-focused companion to
our global paper: ‘Capitalising on
the rise and interconnectivity
of the emerging markets’,
the latest viewpoint in our
Project Blue framework. 
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What do we mean by SAAAME?

‘SAAAME’ refers to South America, Africa, Asia and the Middle East. SAAAME
doesn’t include Japan as this is a developed G7 economy. Mexico is excluded as it
trades mainly within the North American Free Trade Agreement zone and less
with SAAAME. For now, Russia and the Commonwealth of Independent States
(CIS) are also excluded from SAAAME, as trade is largely internal or with Europe.



China’s rise to become the biggest manufacturer and second largest economy in the
world over the past 25 years has been remarkable. The country is now entering a new
phase of development as it seeks to sustain growth and promote rising income levels
for the general population.

The challenges and opportunities were examined in ‘China 2030’, a study prepared by
the World Bank in collaboration with the Chinese government. The study identifies
the key emerging trends that will fundamentally affect China’s economic development
and provides recommendations for changes to the country’s policy and institutional
framework in order to achieve sustainable and socially responsible economic growth.1

Proposals include strengthening the market economy, promoting innovation, enacting
laws and incentives to promote green development and bolstering public services
through private–public partnerships. Of particular relevance to FS businesses are the
further internationalisation of the renminbi and closer integration of China’s FS
businesses into the global FS sector. 

As demand for China’s products in the developed markets slows, seeking out new
opportunities in the SAAAME markets is going to be a key part of sustaining growth
within China. Emerging-to-emerging market commerce is now more valuable and
growing much more quickly that emerging-to-developed and developed-to-developed
trade (see Figure 1 overleaf). As Figure 2 overleaf highlights, among the fastest
growing trade routes are those between Asia and Africa, and Asia and South America.

At present, China-SAAAME trade flows are dominated by commodities, but as
consumer markets in China and other parts of SAAAME continue to expand on the
back of rising affluence (see Figure 3 overleaf), the pattern of trade will be increasingly
focused on manufactured goods. Services are also set for significant development,
taking advantage of the growing talent base within China – the number of students in
tertiary education has nearly doubled since 2004 and seven of China’s universities are
now ranked in the QS Top 200.2

The value of China’s exports is still weighted towards the developed markets (the US,
Hong Kong and Japan lead the list), but India is now in the top ten.3 Exports to India
reached $40 billion in 2010, an annual increase of nearly 40%. The value of goods and
services moving the other way reached $21 billion, a rise of more than 50% from
2009.4 Exports from China to Brazil increased by around $10 billion to more than $25
billion in 2010, making China the second biggest source of imports in Brazil after the
US. In turn, China is Brazil’s biggest export market ($31 billion in 2010).5 With China’s
exports to Brazil being around $130 per capita compared to more than $600 per capita
to Germany, the potential for further growth is considerable.6

Section one:
Economic superpower moves to next stage
of development

As the main focus of global growth
and investment shifts from the
developed to the emerging markets,
China’s FS businesses will need to
find ways to follow their customers
into new markets and help them
capitalise on the increase in intra-
SAAAME commerce.
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1  China 2030 – Building a Modern, Harmonious, and
Creative High-Income Society, 2011, The World
Bank and Development Research Centre, the
People’s Republic of China.

2  QS University Rankings, The Times, PwC analysis

3  IMF balance of payment statistics, PwC analysis

4  China Briefing, 02.06.11

5  Brazil–China Fact Sheet, www.brazil.gov, 30.05.12

6  IMF balance of payment statistics, government
census data, PwC analysis
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Figure 1: Transformation in global trade flows

Trade value: $6.92tr
CAGR 2002–10: 8.0%

Non-SAAAME

SAAAME

Trade value: $2.82tr
CAGR 2002–10: 19.4%

Trade value: $2.67tr
CAGR 2002–10: 13.6%

Trade value: $2.16tr
CAGR 2002–10: 12.9%

Sources: WTO and PwC analysis
Note: Russia and the Commonwealth of Independent States (CIS) have not been included in SAAAME definition because trade is largely international and/or with
Europe. Mexico is excluded as it trades mainly within the North American Free Trade Agreement zone and less with SAAAME. Both areas remain very important growth
markets and should be considered in relation to the SAAAME region.

Figure 2: Trading hot spots (growth in value of imports and exports)
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FS follows intra-SAAAME
trade flows
Already a global giant, China’s FS sector
has considerable potential for further
growth. The world’s two largest banks by
market capitalisation are based in China.7

Looking ahead, we anticipate that the size
of China’s banking sector will overtake
the US in the next 15 years.8 In turn,
China accounts for around a third of
SAAAME insurance premiums.9 Here too,
there is significant further growth
potential as the economy expands and
affluence increases. At 3.8%, insurance
spending as a percentage of GDP in China
is a fraction of the more than 10% in
regional neighbours Japan, Hong Kong
and South Korea. 

Yet, while much of the focus has been on
the domestic potential within the sector,
the ability to support clients as they move
into new markets is a key part of the
growth story. Chinese institutions can
take advantage of their growing scale and
dominance at the manufacturing end of
global trade flows by seeking to bank both
ends of the ‘pipeline’. There are also

opportunities to use their considerable
capital and liquidity to support
infrastructure and commercial
developments within Africa, South
America and the Middle East.

As China seeks to secure access to
resources, investment in South America
ranges from a stake in Vale SA – the
world’s biggest iron ore mining
company – to the new Açu industrial port
complex, the largest in the region.10

But investment is also moving into non-
resource areas as the political and
commercial relationships between China
and South America mature. Recent
investments range from a $622 million
hydroelectric scheme (Ecuador) to a
$2.4 billion resort complex (Bahamas).11

In addition to helping to fund such
investments, a number of Chinese banks
have, or are, establishing a presence on
the ground. 

Figure 3: Rising middle class

GDP per capita growth, CAGR %, 1980–2010

SAAAME  Non-SAAAME

Sources: United Nations Population Division; World Bank World Development Indicators and PwC analysis
Notes: GDP per capita is in constant 2005 US$
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07  Financial Times Global 500/PwC analysis

08  ‘Banking in 2050’, 2011 update, published by
PwC on 18.05.11

09  Swiss Re Sigma, World Insurance in 2010

10  Guardian, 15.09.10

11  Chinese finance in Latin America, published by
Inter-American Dialogue, 12.03.12
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Notable investments in African FS
institutions have included ICBC’s
acquisition of a 20% stake in South
Africa’s Standard Bank in 2008, which
has paved the way for a number of joint
ventures in areas such as project
finance.12 ICBC has also purchased an
80% stake in Standard Bank’s Argentinian
operations.13 Further investment in Africa
includes the signing of a strategic
partnership between China Construction
Bank and South Africa’s FirstRand Bank,
which includes providing advisory and
structured services for Chinese clients
looking to invest in Africa.14

Easing exchange rate risk
As intra-SAAAME trade develops,
bringing currency usage into line with
trading relationships by allowing greater
internationalisation of the renminbi will
help to reduce exchange-rate risk and
overcome barriers to commerce. Key
developments include the increasing use
of the renminbi in cross-border trade
between China and its neighbours, along
with a series of bilateral currency swap
agreements between China and
international trading partners including
Japan, Turkey and the United Arab
Emirates (UAE).

12  Standard Bank media release, 19.03.08

13  Financial Times, 29.05.12

14  FirstRand media release, 30.07.09
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Many of China’s FS groups have significant funds at their disposal, allowing them to
make acquisitions and extend their footprint into new markets. However, in some
markets, notably India and the Middle East, they may face a lengthy licensing process,
or possible restrictions on foreign ownership. Even in open markets such as Brazil,
there may be little market share for sale and it may be prohibitively expensive if it is. 

A more targeted growth model is emerging as a result, in which the ability to
differentiate, develop niche segments, seek out untapped geographical opportunities
and gain access to new digital distribution networks is critical. 

In many of the hard-to-access markets, the main route to customers is going to be joint
ventures. But with many leading local firms having partners already, it will be
important to think about what to offer them that existing partners and potential rivals
cannot. This might be particular product- or credit-risk expertise. It might also be
complementary international coverage or access to customers and investment
opportunities within China. Very few groups are going to be able to cover all the key
markets. So collaboration between competitors (co-opetition) is going to become ever
more common in the future.

Moving into some of the frontier and still largely unsaturated markets in Africa or
South America could provide an important foundation for future growth. The ability to
support infrastructure development and facilitate two-way trade is going to be
important in winning over governments and customers. 

Technology is going to be crucial in giving Chinese groups the option to move into new
markets without the need for branch or agency networks on the ground. One way to
augment technological capabilities would be to buy a Western institution. This could
also provide access to additional product expertise or experience of managing
international operations. Takeover prices in some developed markets are generally
favourable for now, especially within the mid-market, but may not be so for long.

Section two:
Creating a platform for international expansion 

As FS groups seek to follow their
customers into new territories,
they will need to develop the
infrastructure, reliable information
and cultural understanding
needed to manage diverse
international operations.



Reinventing the organisation
A new approach to organisational
design may be needed as China’s FS
businesses seek to create more nimble
and adaptive operational capabilities
and make sure their talent, structure and
governance reflect their increasingly
international horizons.

Businesses also need to contend with a
more complex risk profile. SAAAME
countries have varied legal and regulatory
frameworks, political systems, business
ethics and cultures. It’s important for
Chinese groups to develop the timely and
reliable management information and
risk management systems needed to
operate in new and unfamiliar markets. 

Operating models will need to reflect
the changing geographical focus of the
business. They will also need to deal
with more extensive partnership and
co-opetition arrangements and be

sufficiently agile to respond quickly to
unfamiliar market conditions, distribution
channels and cultural preferences. 

The underlying challenge is securing
sufficient talent in markets where suitably
qualified and experienced people may
already be in short supply. Short-term and
reactive approaches – be this seeking to
lure key people from competitors or
bringing in large numbers of expatriate
personnel – are likely to prove excessively
costly and may still fail to provide the
people needed to meet strategic
objectives. A more systematic and
forward-looking workforce plan, capable
of anticipating and meeting skills’ needs,
could reduce costs and allow FS
organisations to build a more sustainable
platform for business development. 
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We believe that there are five key questions that FS businesses should consider as they
look at how to gear their strategy and operations to the rise and interconnectivity of the
SAAAME markets:

• How are your corporate clients responding to the shift in the focus of global growth
and how can you develop your services and geographical reach to support them
more effectively?

• How is technology reshaping the expectations of your customers and how can you
develop the intuitive and interactive services that would put you at the forefront of
the market?

• Are there opportunities to extend your regional and wider international footprint
and what strengths would you be looking to leverage as part of such a strategy?

• Is your governance and risk management equipped to deal with a more complex and
globalised sector?

• Is the recruitment, retention and development of talent within your organisation
equipped to meet long-term strategic objectives and how can you develop a more
proactive strategic plan?

Opening up new frontiers

Having acquired a number of
strategic stakes around the world in
recent years, some Chinese FS
groups may wish to consolidate
their position before they
contemplate further expansion.
Some may also be reluctant to
pursue international growth and
acquisition amid the current
uncertainty within the global
financial markets. But their
customers will want them to
develop the international reach
needed to support their investment
and business development across
SAAAME. Failure to keep pace could
leave some players at risk of losing
business to faster moving
competitors, including Western or
SAAAME groups.



Making sense of an uncertain future

We’re working with a range of
FS organisations to judge the
impact of the mega-trends shaping
their industry, and where and how
they can compete most effectively.
If you’d like to discuss any of the
issues raised in this paper, or the
impact of other trends examined in
Project Blue, please contact any of
those who are listed here, or your
usual PwC contact.
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Raymond Yung 
Financial Services Leader 
PwC (China) 
Tel:+86 (10) 6533 2121 
Email: raymond.yung@cn.pwc.com 

David Wu 
Partner, Financial Services 
PwC (China) 
Tel: +86 (10) 6533 2456 
Email: david.wu@cn.pwc.com 

Margarita Ho 
Partner, Financial Services
PwC (China) 
Tel: +86 (10) 6533 2368 
Email: margarita.ho@cn.pwc.com
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The Project Blue framework seen here begins with the considerations needed to adapt
to the current instability. It then goes on to assess what FS businesses need to do to plan
for, and ideally take advantage of, the changes ahead. 

One of the main things we’ve been looking at is the extent to which these developments
could disrupt existing business models. We’ve also been looking at how these trends
are feeding off each other. A clear case in point is the extent to which rapid growth in
emerging markets is spurring a mass influx of people into the cities. 

Our clients are using the framework to help them judge the implications of these
developments for their particular business, and look at how to take advantage of the
changes ahead. Will business and operational models still be viable in this new
landscape? What strengths within the business would allow it to develop a leading
position? What talent and investment will need to be put in place now, to prepare for
the changes ahead? 

Project Blue framework

The Project Blue framework
considers the major trends
that are reshaping the global
economy and transforming the
behaviour of consumers, businesses
and governments. 

Figure 4: The Project Blue framework 

Source: PwC Project Blue analysis
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy 
or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers does not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for 
any decision based on it.

For more information on Project Blue, or other Financial Services programmes, please contact Áine Bryn, Global Financial Services Marketing Leader, PwC (UK)
on +44 207 212 8839, or aine.bryn@uk.pwc.com.

For additional copies, please contact Maya Bhatti, Global & UK Financial Services Marketing, PwC (UK) on +44 207 213 2302, or maya.bhatti@uk.pwc.com.
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