%

DANIEL’S TOUR OF CHINA Py
e

September 2018 HAWKSMOOR

FUND MANAGERS

6. THE ENVIRONMENT

I had visited Shanghai before in 2006 and what struck me back then was how poor
the air quality was and that the sky was full of smog.

This year, every city we visited had a blue sky and almost every meeting included
comments about the company’s or government’s plans to reduce pollution. The
photos below show the contrast of Shanghai from 2006 to today - they were both
taken in September so there are no seasonal differences.

Shanghai in 2006

Metal and gas production sites have been moved to more rural areas, to seek to
reduce pollutants in urban areas. For example, Yingde Gas, the largest gas producer
in the world (yet no one had heard of them) is a privately owned company but had to
pay the cost of relocation of some of its plants last year to meet government policy.




Winter shutdowns

The steel and aluminium companies we met talked of investing in technology and more efficient plants in order to meet strict
anti-pollution targets. A drastic measure is the winter shutdown, which means production between April and September has to
meet the year-round demands of the population and industry. As they are running at full capacity, there is limited ability to
stockpile.

“This demonstrates the determination of the government to place the living standards of the
population above the profits of corporations, even those that are state-owned.”

Despite Hong Kong being the most developed place we went, it is behind the rest of China when it comes to the environment.
The taxis were all very old cars, probably still using 4 star petrol and running 4 or 5 appliances (phones, meter, fan) off one
cigarette lighter. The river taxi was the oldest, noisiest and smokiest boat I have been on which can’t have been good for the
river.

Electric cars

Just over the border in Shenzhen, the taxis were all BYD’s, China’s largest electric car maker, and there were more Teslas than I
have seen in any other city — even in the US.

I didn’t see any signs of renewable energy generation but we know China is the biggest producer of solar panels in the world so
it would be surprising if they didn’t use them for themselves. From the evidence of this trip, it seems as though China is taking
the environment very seriously.
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