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Prologue

“After Russia invaded Ukraine, my boss in the US forced us to cancel a multimillion USD software project with a Chinese provincial government,” Bill said with a sigh, taking a sip of red wine.

Bill had the presence of a leader. Educated at a leading American business school, he ran the Asia–Pacific region for an American technology firm. His company’s technology was years ahead of its Chinese competitors’, which was why the provincial government had chosen them over domestic providers, despite the growing split in technology supply chains between China and the US.

Bill had spent months closing the deal and then implementing the project. He was frustrated by the cancellation. Especially disheartening for him was his loss of face with the local government officials with whom he had cooperated for years in his current and previous jobs. Confronted with high KPIs and pressure from officials above, the local officials were upset with Bill because the Americans had backed out of the deal, hurting their potential for promotion.

Bill sighed again as he took another sip of wine. “My boss is worried about getting sanctioned by the US for selling advanced technology to the Chinese government. For him, it was better just to end the project, pay a fine to the client, and stop working with any entities with Chinese government affiliation. He does not want to risk getting sanctioned.”

Since I started the China Market Research Group (CMR) in 2005, political risk has always worried my clients. They’d ask: Did I think China’s government would allow foreign companies to invest in a regulated sector like the internet, media, or financial services? What about the automotive industry? CEOs asked whether they could manage government relations without running afoul of the US Foreign Corrupt Practices Act. They worried they would have to bribe government officials to get approvals for projects, or hire the son or daughter of a Party member to get deals closed. Many wanted to know how to adhere to censorship regulations without compromising their sense of morality. Executives worried about protectionism, favoring state-owned enterprises (SOEs) in bidding processes for projects. Was it worth submitting bids for projects? Would SOEs only buy domestically?

Until Trump became president, the Chinese government posed the higher political risk. Foreign businesses often ran afoul of Chinese law and were forced to shut down or change business practices. Google closed down the mainland Chinese version of its search engine after refusing to comply with local censorship regulations. Yahoo left China due to data laws, and Facebook never even entered the market, though Chinese clients account for 10 percent of Meta’s total 134.9 billion USD revenue.1 When social media networking site LinkedIn—one of my clients—set up in China, not breaching local content laws was top priority. Eventually, the political risk and data housing laws became too onerous for parent company Microsoft, so it shut LinkedIn down in China.

During the 2010s, the allure of the profit potential outweighed any political risks for most American companies. After all, China had become a major market not just for consumer brands like Porsche, L’Oréal, and KFC, but also for American technology companies like Qualcomm, Nvidia, and Texas Instruments. From 2013 to 2019, China accounted for over 30 percent of global growth, ranking first in the world according to the IMF.2 No multinational could afford to ignore China’s potential, despite the political risk.

As Chinese firms like Huawei realized more money could be made by innovating than by copying, they became the biggest buyers of advanced technology from American firms like Intel. Collectively, 30 percent of American semiconductor revenues were from sales to China before President Biden limited such sales.3 Entrepreneurs like Alibaba’s Jack Ma became one of the world’s richest men by clamping down on counterfeit products sold on his ecommerce sites. Chinese bought more Louis Vuitton handbags than consumers from anywhere in the world, leaving LVMH CEO Bernard Arnault to vie with Elon Musk for title of the world’s richest person.

In 2020, China imported 350 billion USD worth of semiconductor chips. In 2022, Qualcomm derived around 67 percent of its 33.5 billion USD in revenues from China, and Intel 43 percent or 21.14 billion USD of its total revenues for the same year.4 Before US sanctions, Huawei bought 11 billion USD worth of American technology annually.

China as a growth driver for American technology firms ended after President Trump started his trade war over what he called unfair trade imbalances. War hawks in the American Congress like Senators Marsha Blackburn and Tom Cotton and Congressman Mike Gallagher ratcheted up claims that Chinese firms posed a national security threat and pushed to ban sales of technology to China in a move toward decoupling.

Suddenly, the political risk to businesses became more pronounced from the American government than from China. Biden went further than Trump in tightening the vice around Chinese firms. He banned the sale of advanced semiconductors to China and hyped the threat of Chinese new energy vehicles (NEVs) to American national security. He also passed laws requiring all companies sourcing from Xinjiang Province to prove Uyghur slave labor was not used. American border control confiscated hundreds of millions of dollars of sports apparel as well as cars such as Bentleys, as some of their parts were sourced from Xinjiang. Biden’s rules essentially mean Chinese, and even American and German, firms are considered guilty until proven innocent of using slave labor if they source from Xinjiang.

Biden dropped the sword of Damocles onto the investment community, banning American venture capitalists from investing in a wide swathe of Chinese technology companies in artificial intelligence and semiconductors to prevent American know-how from reaching China. The result of the sanctions is American technology companies like Bill’s have lost profits and their position in the technology supply chain as they are now barred from selling their most innovative technology to Chinese firms. Huawei, for example, had to cut out all American technology firms from the production of its bestselling Mate 60 handset.

Rising fears of political risk under Trump and Biden have made American companies think twice about expanding both manufacturing and sales operations in China. Companies like Foxconn, which makes Apple iPhones, have started to build factories in India and Vietnam where costs are even cheaper than China. Dell announced it would move more of its supply chains to other countries. Dell’s China sales plummeted 52 percent year over year after the reported moves as Chinese consumers boycotted them.5

Some American firms, like consumer electronics maker GoPro, moved closer to home and started sourcing from Mexico. By 2023, Mexico replaced China as America’s largest trading partner, even though many of the factories there are owned by Chinese. Other companies have tried re-shoring to America but have run into high labor costs and uneven regulation.

Diversifying supply chains, or creating a China Plus One supply chain strategy, is key to minimizing political risk from the American side and in case there is another black swan event like Covid that disrupts shipping lanes. Despite the pressure from the American government to de-risk from China, few American companies have shut their China operations—after all, China still has the best manufacturing ecosystem in the world with best-in-class automation, tax breaks, and infrastructure. China also possesses a labor pool that is more efficient than India’s, Vietnam’s, and Mexico’s.

China remains the key market to sell into as the world’s largest retail market as the middle class there continues to grow. China’s prime minister Li Qiang announced at the World Economic Forum in Davos in 2024 that he expects China’s middle class to swell from 400 million to 800 million over the next decade.6 Many companies are moving supply chains back to China in order to speed up the go-to-market supply chain to sell into China. Adidas announced it will increase sourcing from China to get products to Chinese consumers more quickly. As one senior executive for adidas told me, “We must source from China for China to speed up our go-to-market time frame.”

Despite the political tensions, China should still be the growth driver for American companies in non-politically sensitive sectors. Chinese consumers still clamor to buy foreign brands like Apple, Tesla, and Hoka. They still want to drink Coca-Cola and Budweiser beer and eat American beef and Maine lobsters.

Some analysts argue Vietnam or India is the next China. While I remain optimistic about Vietnam’s growth opportunities because of its young and growing middle class, scale matters. If China grows 5 percent annually, that growth alone is like adding an entire Vietnam and Thailand economy. No other country, aside from maybe India, with its 1.4 billion population, has the growth potential that China has. But India’s per capita GDP is only one-fifth that of China’s. India will not replace China as a growth driver anytime soon.7

This book will show executives which sectors still hold promise for foreign companies, like footwear, and which sectors don’t anymore, like technology, because of political risk and national security concerns. The days of easy profits are gone as China faces a slowing economy and an aging growth model, but foreign companies that can navigate the economic and consumer shifts will find that China remains a key market for growth.

For Bill’s boss, because of risk from America, it was better to cut losses early and look for other opportunities by selling to other Asian markets like Singapore and South Korea that have closer political ties with America. The risk America would ban them from exporting to China was too high to invest in operations to sell to Chinese entities. American technology companies will find that Bill’s company is right, and China is no longer a great market to sell into because of political risk from both sides.

Bill’s company was simply yet another example for Chinese officials that they can no longer rely on American companies to deliver contracted technology and services. They have concluded that Chinese companies have to build supply chains independent of foreign technology, which is why the government has backed multibillion-dollar private equity funds targeting the semiconductor sector and doled out subsidies to the solar and NEV sectors. Even if they want to buy American technology, Chinese firms worry the US will ban future sales.

The world is splitting between US and China. No government, no company, no person is immune to the rising tension between the world’s two superpowers.

Countries must choose if they want to get closer to China’s economic orbit or America’s. It is virtually impossible to be neutral and trade closely with both. Companies must decide: Do they want to sell into Chinese supply chains or into America’s. Most Japanese and South Korean companies have decided to sell into American supply chains and thus have been cut out of the supply chain for Chinese firms. Countries in the Global South, like Saudi Arabia and Kenya, are gravitating closer to China and have doubled down on buying Chinese technology to achieve their own economic ambitions. Everyday consumers cannot hide from The Split. Inflation has become a problem due to a combination of energy shortages and supply chain disruptions triggered by the Russian invasion of Ukraine, loose monetary policy by the US Federal Reserve Bank, and tariffs slapped on Chinese-made goods.

Beijing believes that the US—regardless of who is president—has gone all in to try to contain China’s rise. Worries over geopolitics hang over Chinese consumers and businesspeople in the post-Covid era. Instead of investing in new projects or embarking on revenge spending like Americans did after Covid, Chinese businesses and consumers cut back on spending, traded down, and delayed big-ticket purchases like homes. Chinese saw how American sanctions on Cuba, Iran, and North Korea have impoverished generations there and worry the same would happen to China, so they started saving for rainier days.

The Chinese worry that the conflict will last for decades as America tries to waylay the threat to the US-led world order. For its part, China wants more say in international affairs by building up multilateral organizations like BRICS that counterbalance the influence of the G7.

Under Xi, China has also taken a turn back toward socialism to create a more equitable and fairer society. This shift toward socialism makes Chinese and foreign investors alike worry that the antibusiness excesses of Maoism will return. Made uneasy by unclear policymaking, wealthy Chinese are shifting assets outside of China and SME business owners are delaying fixed-asset investment.

Bill’s experiences underscore the main theme of this book—the world is splitting between the US and China into a new cold war. Businesses and investors must prepare to navigate The Split. Many pundits argue China is no longer investable and that capital is better deployed in other markets like India or Japan.

It is true that the heyday of quick and easy profitmaking of the early 2000s to mid-2010s is gone, but there remain good opportunities to profit from urbanization, the rise of domestic Chinese technology powerhouses, and the continued growth of China’s middle class. Despite the rough waters, there are still ways to profit from China for companies and investors that understand the shifts in consumer trends, policies, and geopolitics. As one chief strategy officer of an iconic German brand told me, “Our growth will come from China and India for the next five years. Those two markets are our growth priority.” Similarly, a portfolio manager for one of America’s largest mutual funds told me that she remains “bullish and committed to China’s long-term growth prospects.”

It would be a mistake to bet against the world’s second largest economy and to predict its economic collapse, as so many China watchers have predicted over the past 20 years. The IMF predicts China will continue to account for one-third of the world’s economic growth for the foreseeable future.8

This book seeks to help senior executives and investors understand how the Chinese government is dealing with pressure from America and the structural problems facing its economy, such as an overreliance on the real estate sector and infrastructure for growth. The government has launched initiatives like Common Prosperity and Indigenous Innovation. It has also embarked on charm offensives to the Global South that will create new growth drivers and minimize the impact of lost trade with America. China’s old growth playbook relying on real estate for growth is broken—this book will show how the government supports what it has coined New Productive Forces to drive growth, such as advanced manufacturing, renewable energy like solar power and NEVs, and a shift toward services. These new growth drivers bring opportunities for foreign businesses.

Based on over 10,000 interviews with government officials, senior executives, billionaires, and everyday Chinese consumers like factory workers my firm and I have conducted over the past three decades, including the zero-Covid era when I was marooned in China for three years, this book will help businesspeople and investors navigate the changing political winds and profit from China’s policy shifts and rising middle class.
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Chapter 1

The Split

When I first moved to Tianjin, China, in 1997 to study Mandarin at Nankai University, friends back home wondered what I was doing. Why waste time learning Mandarin? “Go work for Goldman Sachs in New York,” one friend said. Still reeling from sanctions enacted after the 1989 Tiananmen Incident, China was not considered a place for ambitious executives.

Eating meat regularly remained a luxury for many Chinese in those days—if you told anyone you thought China would become the world’s largest retail market and power the sales of Louis Vuitton and BMW, they’d laugh in your face. Policymakers in DC thought it was a matter of when, not if, China’s Communist Party would collapse and give way to a liberal democracy, the way the Soviet Union and communist regimes in Eastern Europe had fallen in the late 1980s.

What I saw on the ground in China as a student was completely different from the China I read about in The New York Times and The Wall Street Journal. Instead of finding a pessimistic population seething at Communist Party control, I found electric optimism coursing throughout the country. Chinese I interviewed felt the pragmatic reforms under Prime Minister Zhu Rongji would allow their children to have better lives than their own.

Within months of traveling around China, it became clear to me the country would hold great economic promise for American businesses which understood where policymakers were taking the country. Zhu and the Communist Party of China (CPC) wanted to promote economic integration with the rest of the world by adopting market-friendly policies while remaining true to socialism.

Before entering the business world, I wanted to learn as much as I could about China to eventually be a bridge between the US and China, so I pursued graduate studies at Harvard University focusing on China’s political economy, studying under Professors Dwight Perkins, Liz Perry, and Samuel Huntington. I took a position as a teaching assistant for Professor William Kirby teaching Harvard undergraduates about China’s modern history.

Wanting to get into the business world, I moved to Shanghai to work in venture capital in 2003. As I saw investment dollars flow into China, two years later I hung out my own shingle to help Western businesses and investors expand in China with a strategy consulting firm called the China Market Research Group (CMR).

I started my firm at the right time. Investing in China was all the rage after China entered the World Trade Organization (WTO) in 2001. Senior executives in fancy business suits descended on China to stay in gleaming newly built five-star hotels to scout out opportunities. They set up factories to take advantage of cheap labor, world-class infrastructure, and weak pollution regulations and eventually viewed China as a market to sell into.

Companies needed advice to navigate changing consumer behavior and political risk. I advised some of the world’s leading companies and investors on their China strategies as consumers went from barely being able to put food on the table to powering sales of autos, luxury goods and semiconductors. I have developed strategies for companies like Apple, KFC, DuPont, Crocs, Samsung, and Richemont, and conducted due diligence for Fidelity, Warburg Pincus, and other investors for billion-dollar investments—helping them earn billions in profits.

And profit American companies did. By the 2010s, China not only emerged as the world’s factory, but it also became the world’s largest retail market as double-digit economic growth turned hundreds of millions of peasants into middle-class consumers clamoring for Starbucks, KFC fried chicken, and Nike Air Jordans. Powered by middle-class and wealthy consumers, China emerged as the largest or second largest market in the world for most Fortune 500 companies.

China replaced America as the largest trade partner for over 120 countries.1 Analysts predicted its economy would eclipse America’s by the early 2030s. China’s growth to superpower was inevitable.

After two decades of dizzying growth, instead of still seeing China as a weak nation on the verge of collapse, DC policymakers started to view China not only as economic but also a political and military threat to American dominance and the US-led rules-based world order. For its part, Beijing felt the “China Century” had arrived and that China would return to its rightful, dominant place in the world, as it had been before the collapse of the Qing dynasty at the hands of colonial powers in 1911.

In hindsight, it is almost inevitable a clash between the dominant superpower and the challenger with its different political, cultural, and value system would occur. National security advocates who believe China’s rise threatens American national security caught the ear of an American president—Donald J. Trump—and shoved aside bridge builders like me who do not believe in zero-sum games.

Under Trump, free markets and globalization ran into a wall, and so did China’s heady growth.

Rumblings of The Split

Until the Trump presidency, it was a no-brainer decision for American companies to invest in China—no country had the mix of rising incomes, scale, pro-business policies, and infrastructure that China possessed. Even with tension, American policymakers like George Bush Jr. and Barack Obama did not stop American companies from investing in China to seek profits. They wanted American companies to generate profits by benefiting from China’s cheap labor pool and then by selling to those factory workers as they became middle-class consumers.

America’s cozy business relationship with China hit a wall when Trump launched his trade war against China over what he called unfair trade practices and copyright infringement. Not wanting to look weak to foreign powers like the last emperors of the Qing dynasty did, Xi Jinping retaliated against Trump. China reduced purchases of American agricultural products like soybeans and beef and shifted supply chains to friendly countries like Brazil, South Africa, and Uruguay. From 2019 until 2023, Chinese airlines did not buy any Boeing jetliners, instead buying Airbuses from France.

Despite taking a hard line against Trump, China under Xi clearly wanted to reset relations and continue economic trade. In the run-up to the 2020 US presidential elections, China’s foreign minister Wang Yi emphasized how China hoped for a return to relations built on mutual respect. China hoped Trump-era tensions and sanctions were a blip on what had been tense but generally good relations between China and the USA since the Mao Zedong–Richard Nixon era in the 1970s.

Within days of becoming president, however, Joe Biden dispelled China’s dreams for rapprochement by doubling down on Trump’s trade war. Biden launched what seemed to be never-ending economic sanctions on Chinese entities. Senior executives of global pension plans and school endowments told me the Biden regime pushed them in backrooms not to invest in China.

In response, the Chinese government became obsessed with national security, believing America was behind protest movements in Hong Kong and Xinjiang pushing for containment and regime change. Everywhere Beijing looked, they seemed to see spies. Newspapers and schools warned the population to be on the lookout for espionage.

China doubled down on efforts to root out spies and passed new cross-border data security laws under the guise of national security. The foreign business community bridled at new laws because of the high costs and worries executives could be arrested and held liable for minor infractions.

By the time Covid ended, China was no longer the must-invest destination it had once been. Senior executives and investors questioned whether China was still investable. Companies built up multiple supply chains, reducing the importance of China, and cut expectations for selling into China. Investors fled China’s and Hong Kong’s stock markets, reallocating toward Japan and India.

US media portrayals of China did not help—they hyped up risks, arguing China was becoming anti-business and anti-foreigner, adding to fears. Reports made it sound like innocent foreign executives were being arrested and detained arbitrarily simply for being foreigners.

US media, once again, does not portray China in a balanced manner. Although political risks are higher now than at any time since I arrived in China in 1997, China remains open for foreign business and is not arbitrarily arresting foreign executives. Since the end of Covid, senior officials from Prime Minister Li Qiang to Xi Jinping himself have launched a charm offensive on Western businesses in private meetings and in public conferences like at the Asia–Pacific (APAC) meetings in California.

China is arguably more open now to foreign investment than any time in the last 20 years. To jumpstart the economy after the end of zero-Covid, local governments rolled out the red carpet with free land and tax breaks to attract investment from foreign firms and eased visa policies for executives. Attracting foreign direct investment from large American companies is now one of the KPIs local officials are being measured against for promotion. One CEO of a division of a Fortune 500 American firm told me he built a factory in Zhejiang Province with local government money and that cities offered him 50 million RMB in tax subsidies to relocate his China headquarters to their city.

In other words, fears of China becoming un-investable for American businesses are overblown. In fact, even the most hawkish American policymakers do not want to end US–China trade completely.

Despite the rising tension between the US and China, it must be noted there is a difference between a Split and a complete decoupling. Even the Biden administration has stated China is too lucrative a market for most Western businesses to ignore, and it expects China to remain the world’s factory. Katherine Tai, Biden’s trade czar, said she does not see or want a total decoupling but wants to use the trade war as “leverage” to exact the best deals to benefit America.

Biden officials stopped using the term decoupling and now use the term de-risking to lower tension. Biden’s ambassador to China, R. Nicholas Burns, said “divorce is not an option” because trade with China accounts for 750,000 American jobs and China buys one-fifth of American agriculture exports at 40.9 billion annually.2 Aside from the most politically sensitive sectors where there are issues of national security, like semiconductors and artificial intelligence, America wants China to remain a major trade partner.

Despite the tension, decoupling won’t happen unless there is a full-out war or if China invades Taiwan, leading America to sanction China like it did Putin’s Russia, which is unlikely to happen in the near term. China has shown no major increase in battle preparations to attack Taiwan.

While foreign businesses face rising political risk and an economy facing structural headwinds, there is no other single market in the world that holds the potential for vast gains aside from perhaps India. However, India’s per capita GDP remains about one-fifth of China’s (2600 USD versus 13,160 USD). It will take years if not decades for India to catch up to China’s economic might. Fast-growing countries like Vietnam and Saudi Arabia do not have China’s scale, and Europe, as a whole, faces a lost decade due to Russia’s invasion of Ukraine. Even if China adds 5 percent a year to its 19 trillion USD economy, that would be equivalent, as I said before, to adding an entire Thailand (520 billion USD) and Vietnam (370 billion USD) economy.3

In other words, the next China is China. To profit, businesspeople and investors need to understand how China’s leaders are dealing with The Split. Initiatives like Xi’s Common Prosperity will provide opportunities for companies who understand how the initiative will transform poorer regions like Hunan, Sichuan, and Xizang (Tibet) into economic powerhouses and double the size of the middle class. Other initiatives like China’s Indigenous Innovation drive will help small Chinese technology players like those in the solar, NEV (new energy vehicle), and telecom sectors to innovate and emerge as global players, creating opportunities for investors and business partners.

Bridge building

Bridge builders on both sides of The Split need to forge peaceful relations that accommodate two superpowers or else the repercussions will be horrible. Former US secretary of state Henry Kissinger warned of a catastrophe worse than World War II if relations between the US and China deteriorate further. Billionaires Warren Buffett and Charlie Munger urged the US to “get along with China.”4 Bill Gates flew to Beijing where Xi Jinping welcomed him as an “old friend.”5 California governor Gavin Newsom said the US and China should not be seen to be in a zero-sum game and that both countries should cooperate and thrive.

In recent years, China has been aggressive in flexing its diplomatic and military muscles and deserves some blame for The Split. China should take a more conciliatory view in international affairs, especially when dealing with smaller countries like Australia, Lithuania, and the Philippines. It must reemphasize it wants peaceful reunification with Taiwan and must realize great powers should be beneficent and show restraint toward weaker nations. China should not launch trade wars and boycotts against small countries at the slightest hint of disagreement.

Despite deserved criticism of China, the greater part of the blame should be laid on American politicians and national security agencies like the FBI and CIA who fearmonger for votes and increased security budgets. Too many officials believe America should enforce imperialistic power over the rest of the world and are hellbent on turning China into an enemy. They are close to creating a self-fulfilling prophecy.

Republican Senator Ted Cruz from Texas said China has a 1000-year plan to destroy America. As outlandish as that sounds, South Dakota’s governor Kristi Noem went farther and told Fox News “China has a 2000-year plan to destroy” America.6 Florida governor Ron DeSantis banned Chinese nationals from buying property in Florida near military installations, after backing down from a blanket ban against Chinese nationals buying homes anywhere in Florida. Biden did little to calm the hysteria and Sinophobia by calling President Xi a “thug” and a “dictator.”7

There are other underlying reasons for The Split. When the dominant superpower worries about losing power and influence to a rising superpower, it is natural for tension to occur. Pro-democracy zealots in America who are like the religious Crusaders of yore, like former US secretary of state Mike Pompeo, refuse self-determination and push for all nations to adopt American-style democracy are another reason for fraying relations. More darkly, racism, bigotry, and Sinophobia underscore the tension.

Conditioned by unbalanced US media portrayals and inflammatory rhetoric by politicians, everyday Americans worry China will try to enforce its political and value system on the rest of the world. China censors the media, limits religious freedom, and bans guns—all anathema to many Americans. Many Americans also worry that China is turning into a dictatorship under Xi Jinping, as Russia has under Putin, as decision-making has become centered around one man (Xi Jinping) more than any time in the post–Mao Zedong era.

The centralization of power around Xi has led to less risk taking among bureaucrats than in the post-1978 reform era, as officials only carry out explicit instructions from the top as they worry about getting punished for making mistakes. Foreign businessmen worry there are fewer checks and balances as well. For example, the new prime minister, Li Qiang, used to be Xi’s advisor, and Cai Qi, the number five ranked party official in the standing committee of the Politburo, has been named Xi’s chief of staff.

Despite the concentration of power around Xi, there is no reason to expect China to try to impose its political or value systems on other nations. It has not fired a single bullet in war outside of its borders from the 1980s onward nor has it instigated coups or regime change anywhere in the world. Xi’s China is not like Putin’s Russia. China continues strong relations with countries with democratic, communist and royal systems without criticizing those systems—in other words, it is plain hysteria to worry that Xi and China threaten the American way of life.

An aging growth playbook

China faces more economic challenges than at any time since I arrived in the country in 1997. Despite the constant doomsayers who have predicted China’s economic implosion for decades, China has had a strong playbook to seek growth, attract foreign direct investment (FDI) to rely on manufacturing and the export sector, and invest in infrastructure and real estate.

The playbook worked so well because China started from a low base after the Cultural Revolution and the June 4th Tiananmen Incident. Following the playbook worked well, leading China’s economy to become the second largest in the world with the world’s largest retail market. American companies earned billions not only producing in China but also selling into it.

However, the playbook started to become outdated by the time Trump launched the trade war. Too much debt coursing through the real estate sector caused bubbles. China’s largest real estate developer, Evergrande, went bankrupt. Local governments are heavily indebted from over investment into unsustainable infrastructure projects. China’s famed cheap labor pool is fast disappearing as the population ages, as many young Chinese delay marriage or skip having babies completely.

In other words, there are simply not as many easy wins for the Chinese government to focus on anymore—the low-hanging fruit is gone. The government must return to its late 1990s ability under Zhu to move quickly, flexibly, and pragmatically to resolve structural challenges and find new growth drivers. The government must not be too beholden to inflexible ideological camps, get involved in geopolitical tussles, or become so obsessed with national security risks that they scare off foreign investors. China must go all-out in efforts to show the world China is open for business again.

The government has shown it recognizes the need for new growth drivers. They have supported indigenous innovation and the growth of new sectors like advanced machinery, NEVs, and a shift toward services. Making such a major shift is never easy. Worries over overcapacity abound. China’s inevitably will face economic headwinds as it develops a new growth playbook.

What The Split means for businesses

Understanding the impact The Split has on businesses in different industries and countries is critical for business executives and investors to minimize risk and profit from the changes. Because of the geopolitical risk, it is no longer possible to say China overall is growing so we must invest there. Some foreign companies should invest in China; others should not.

This book is meant to be a guidebook for senior executives and investors trying to navigate the shifts and capture opportunities:

The first part of the book will look at the geopolitical and external pressures facing China and will analyze how The Split impacts sectors including artificial intelligence, semiconductors, rare earths, commodities like cotton and coal, and renewable energy. These chapters will look at how multinational firms and investors can navigate the tension to grab profits by launching new products and services or decide to cut back on exposure to China if the opportunities are limited.

To combat The Split, the Chinese government is promoting indigenous innovation and self-reliance. This part of the book will look at how investors can benefit as China tries to set new global standards in semiconductors, batteries, NEVs, and solar panels, what it calls New Productive Forces.

The second part of the book will look at internal pressures facing China from an aging economic growth model. To offset structural challenges, the government has turned toward socialism and ramped up patriotic drives. The government has focused
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