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One Belt, One Road – Many Motives



China’s Belt and Road Initiative draws on inspiration from the 
ancient Silk Road, but with broader territorial reach and potentially 

massive economic, political and social implications.  
The financial scale of this undertaking dwarfs the U.S. Marshall Plan 

in current dollar terms, but prompts key questions:  
how will it be funded, and who will pay for it?
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One Belt, One Road – Many Motives
The Belt and Road (B&R, or One Belt, One Road) is an ambitious vision for global 
trade, infrastructure development, and diplomacy. First articulated by Chinese 
President Xi Jinping in 2013, the initiative frames China as the geographic and 
financial center, with ties radiating toward Europe, Asia, and Africa, as shown 
below in Figure 1.

Figure 1. Silk Road Routes

Source: © The Economist Group Limited, London (2 July 2016).1

While the Belt and Road draws inspiration from the ancient Silk Road and has 
clear trade implications, the initiative addresses a much longer list of potential 
objectives, as illustrated in Figure 2.
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Figure 2. B&R – China’s Many Motives

Trade

•	 Remove physical bottlenecks to trade in Eurasia
•	 Foster new export markets for Chinese goods
•	 Promote the renminbi’s (RMB) internationalization and reserve currency 

status

Economic

•	 Accelerate economic growth and state-owned enterprise (SOE) profits 
through new infrastructure contracts

•	 Prepare domestic Chinese companies for global competition through 
exposure to international projects and management practices2 

•	 Pair ongoing SOE restructuring with a favorable business environment 
for completing contracts

•	 Find new avenues for credit expansion and economic growth outside of 
China

Political

•	 Project a softer image to neighbors by demonstrating leadership, 
generosity, and a commitment to clean energy investment

•	 Showcase China-led multilateral institutions, build credibility and 
standing among international agencies

•	 Create a foreign policy legacy for Xi Jinping’s presidency

Military

•	 Secure strategic access to ports and air facilities through commercial 
investments

•	 Organically expand China’s naval and military reach while securing 
project security and supply lines

Security
•	 Bring stability to China’s poorer Central and Western provinces through 

accelerated economic development and improved infrastructure
•	 Open alternative routes for oil and gas imports

Economic Origins
China is facing pressure to sustain its economic growth against a backdrop of 
stagnating global trade and excess capacity at its state-owned enterprises (SOEs). 
One remediation involves sending excess labor and materials to less-developed 
neighbor countries. At least $900 billion in B&R infrastructure projects have been 
committed to date.3 To put this number in context, the Marshall Plan was worth 
$140 billion in current dollar terms, or just one-sixth the size.4 China ultimately 
expects B&R spending to surpass $4 trillion.

Key Players
Much of the initial seed funding came from China’s foreign reserve injections, but 
project-level participation is spread across multiple layers of funding institutions 
that include policy banks, state-owned banks, multilateral development institutions, 
and private commercial banks. Some of the loans do not appear attractive from a 
strictly commercial standpoint, but they are also driven by policy mandates.
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The SOEs providing materials and engineering capabilities have responded 
robustly to the opportunities afforded by President Xi’s political will and banks’ 
funding. According to China’s State-owned Assets Supervision and Administration 
Commission (SASAC), at least 1,700 B&R projects have been added to the order 
books of an estimated 47 central SOEs.5 The main risk may be that B&R projects 
are extremely de-centralized and, at times, difficult to define. Charles Parton, a 
former European Union (EU) diplomat in China, noted, “If you want to get projects 
or programmes approved, you say it’s OBOR [One Belt, One Road], so everything 
becomes OBOR.”5

Benefits and Risks
The B&R initiative is still too early in its implementation to judge success. 
Infrastructure projects are long-term by definition, and overseas investments are 
further complicated by disparate regulatory and tax regimes.

China’s investment in Africa provides an example of the potential for B&R. Billions 
of dollars in African infrastructure projects have been financed and completed by 
Chinese firms since the early 2000s. Newly constructed dams, roads, universities, 
and railways are tangible reminders of China’s investment, and a 2016 survey 
spanning 36 African countries found that 63% believed China’s influence was 
“somewhat” or “very” positive.6 Over the same period, China multiplied its trading 
volume with African countries and far surpassed the U.S. as an economic partner 
with Africa (Figure 3).

Figure 3. Trade Value with African Countries

Source: International Monetary Fund. Data as of 25 September 2017.

In contrast, Sri Lanka’s experience is viewed in the region as a cautionary tale. 
After struggling to meet payments on $8 billion owed in Chinese infrastructure 
loans and interest, the island nation negotiated 99-year leases to Chinese SOEs for 
large parts of Colombo Port City and Hambantota Deep Sea Port in exchange for 
partial debt forgiveness.7,8 Sri Lanka’s case is especially concerning today, as B&R’s 
roster includes projects in some of the most impoverished countries in Central and 
Southeast Asia.



Finally, it is important to note that risks arising from insolvent loans are two-
sided, though not always symmetrical. Non-performing loans are a headache for 
lenders as well, as they impair balance sheet health and liquidity. China is counting 
on outside investors to share in B&R financing opportunities, so maintaining 
confidence in the initiative’s commercial viability is critically important. The Asian 
Infrastructure Investment Bank (AIIB) was set up by China in part to facilitate 
global investment, and foreign countries’ participation in its capital has already 
grown to 70%.9 

The Long Game
Outsiders will likely question how one country is able to plan on such an immense 
scale and time horizon. While there is no close precedent for B&R, Chinese leaders 
have a track record of long-term planning. Former President Deng Xiaoping’s 
economic reforms continued for decades under his and his successors’ watch.

President Xi’s foreign minister, Wang Yi, has said that the Belt and Road initiative 
is Mr. Xi’s most important foreign policy.10 Considering the efforts President Xi 
undertook to solidify his power base and the recent abolishment of presidential 
term limits, it is unlikely that continuation of his prestige project will be in doubt.11 

In the end, China’s leadership should be applauded for its risk-taking in the name of 
long-term growth and its willingness to work with nations that have been sidelined 
by global financial institutions. The hope is that China’s banks and smaller 
business partners are given adequate protections in the process.
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Asian Infrastructure Investment Bank (AIIB) is a multilateral development bank, headquartered in Beijing, that invests in sustainable infrastructure and other 
productive sectors. The bank commenced operations in January 2016.

Policy Banks are three banks in China (Agricultural Development Bank of China, China Development Bank, and Export-Import Bank of China) that were 
established in 1994 to finance state-invested projects, as well as economic and trade development priorities.

Renminbi (RMB) is the official currency of the People’s Republic of China. The name literally means “people’s currency.” The yuan (sign: ¥) is the basic unit of 
the renminbi, but is also used to refer to the Chinese currency generally, especially in international contexts.

State-owned Enterprise (SOE) is a legal entity that is created by the government in order to participate in commercial activities on the government’s behalf. A 
state-owned enterprise can be either wholly or partially owned by a government.

The views and information discussed in this commentary are as of the date of publication, are subject to change, and may not reflect Seafarer’s current views. 
The views expressed represent an assessment of market conditions at a specific point in time, are opinions only and should not be relied upon as investment 
advice regarding a particular investment or markets in general. Such information does not constitute a recommendation to buy or sell specific securities or 
investment vehicles. It should not be assumed that any investment will be profitable or will equal the performance of the portfolios or any securities or any 
sectors mentioned herein. The subject matter contained herein has been derived from several sources believed to be reliable and accurate at the time of 
compilation. Seafarer does not accept any liability for losses either direct or consequential caused by the use of this information.

As of December 31, 2017 the Seafarer Funds had no economic interest in the entities referenced in this commentary.

ALPS Distributors, Inc. is the distributor for the Seafarer Funds.

Investors should consider the investment objectives, risks, charges and expenses carefully before making an investment decision. This and other information 
about the Funds are contained in the Prospectus, which may be obtained by calling (855) 732-9220. Please read the Prospectus carefully before you invest or 
send money.

Important Risks: An investment in the Funds involves risk, including possible loss of principal. International investing involves additional risks, including social 
and political instability, market and currency volatility, market liquidity, and reduced regulation. Emerging markets are often more volatile than developed 
markets, and investing in emerging markets involves greater risks. Fixed income investments are subject to additional risks, including but not limited to 
interest rate, credit, and inflation risks. Value investments are subject to the risk that their intrinsic value may not be recognized by the broad market. An 
investment in the Funds should be considered a long-term investment.
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