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“One Belt One Road and its implications to Mongolia”

Chinese President Xi Jinping said that Mongolia is welcome to actively participate in construction of
the Belt and Road on May 12, 2017.
That is very positive news for Mongolia given the size of the initiative and the potential impacts to
Mongolian economy.
However, we are still not sure if this will lead to immediate actions by the Chinese side particularly.
So, we want to wait and see until the concrete actions are taken by China.
Below are the reasons why we should not be too bullish on the prospects all at a sudden.
#206, Elite Complex B,
Chinggis Avenue 14, 1st khoroo
Sukhbaatar district
Ulaanbaatar,
Mongolia
Any inquiries for more information, any feedback, suggestions or comments that you would like share with us
are welcomed as always. Please contact us at:
Email: staff@frontier.mn
(T) 976-7011-9999
(F) 976-7011-1991
For further information and key updates please logon to:
www.frontier.mn
www.frontier-conference.com

05/18/2017

1

FRONTIER Securities
staff@frontier.mn
(976) 7011 9999

“ONE BELT ONE ROAD AND ITS IMPLICATIONS TO MONGOLIA”

One Belt One Road and its implications to Mongolia
Chinese President Xi Jinping said that Mongolia is welcome to actively participate in construction of
the Belt and Road on May 12, 2017.
That is very positive news for Mongolia given the size of the initiative and the potential impacts to
Mongolian economy.
However, we are still not sure if this will lead to immediate actions by the Chinese side particularly.
So, we want to wait and see until the concrete actions are taken by China.
Below are the reasons why we should not be too bullish on the prospects all at a sudden.

No one doubts about the potentiality of OBOR and the possible huge impacts to Mongolia in a future.
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Firstly, China has won $135 billion in construction projects and invested $86 billion in One Belt, One
Road (OBOR) countries from 2014 to 2016. That is why world leaders ( see above photo which
Mongolian Prime Minister also has attended ) have assembled to Beijing a few days ago to discuss
one belt, one road’ connects to the world. These are notable sums, but we should also remember
that the OBOR faces a number of limitations.
1. Chinese companies have acted primarily as OBOR contractors. The temporary nature of the construction contracts limits geopolitical gains China can reap from OBOR.
2. Moreover, the construction focuses heavily on energy and transportation. Once Chinese contractors leave, if a host country is unable to perform the considerable maintenance on such projects, the
facilities and their benefits will deteriorate. This would limit the benefit for the host.
3. Finally, financing OBOR is becoming a heavier burden for China, in light of rapid increases in domestic debt and sharp drop in once-inexhaustible stock of foreign exchange. The larger figures
thrown around for OBOR’s ultimate size are nowhere in sight.
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Secondly, although there is still a room for the silk road going through Mongolia as you see above
map, there is increasing possibility that the road will go through the southern route going through
Xinjiang and Kazakhstan instead of Mongolia.
If this will be the main scenario as we expect, the potential benefits for Mongolia will be limited.

With all these potential limitations, it was encouraging to hear that Chinese President Xi Jinping a
few days ago told Mongolian Prime Minister Jargaltulga Erdenebat that the two countries should cooperate on areas including trade and investment, connectivity, agriculture and animal breeding, industrial capacity, and energy, so that the Belt and Road Initiative and Mongolia's Prairie Road development initiative can be effectively dovetailed and called for facilitating the study of a free trade zone
and cross-border economic cooperation, and promoting cooperation on major mineral industry programs and infrastructure connectivity.

But, we should also bear in mind that the similar promises have been made by China during the
ASEM last year. And yet, almost nothing have been materialized so far.
In fact, the Chinese Premier and Mongolian Prime Minister together witnessed the signing of 15 documents for bilateral cooperation in trade, economic technology, infrastructure construction, broadcast television and other areas during the ASEM. However, as far as I remember, nothing has been
materialized so far.
There are potentially several problems that prolonged the process in a past.
There include AIIB’s delay of the start of the organization and the slow pace of Mongolian politics as
they had to focus more on IMF issues in a past and etc
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Having said that, I think those positive comments by the Chinese Leader are reflected by the fact
that Mongolia has become one of the 21 founding members and Xi probably still wants to thank
Mongolia for the efforts done by Mongolia.
So, we are happy to hear that Mr. Xi has reconfirmed the initiatives which have been promised last
July.

So, we want to see if some concrete actions will be taken in near future.
Of course, those should be positive financially for Mongolia.
However, some of the decisions may be politically difficult to implement as those might involve more
influence from China both economically and politically.
For instance, China may request allowing branch office of Chinese banks or they may ask Mongolia
to give up important state owned companies shares to Chinese companies.
Therefore, the concept of OBOR is very positive for Mongolia.
But, there is no free lunch in this world.
So, Mongolia should be able to determine what kind of conditions should be tolerable for Mongolian
citizens and why before negotiating with China on the concrete deals.
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rightness. Moreover, past performances do not suggest or guarantee for the future results.
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its content. When making a contract on trades using the information in this presentation,
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