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US President and First Lady tested positive; EU reaffirms its China policy

Several big things happened on Thursday night. US President Trump and First Lady Melania tested positive to Covid-19 and
are now in isolation, but in good conditions according to the White House. At the same time, European stock markets, oil
prices and US futures indexes fell. In rainy Brussels, the two-day EU Summit stayed on until late on Thursday, with important
topics including relations with China. The European Council issued a press release in the early morning, pointing out that EU
leaders reached a four-point consensus on China-EU relations.

On Thursday night, President Donald Trump and his wife Melania Trump tested positive for the coronavirus,
about one month prior to the U.S. election. A White House memo said, “both are well at this time, and they plan
to remain at home within the White House during their convalescence.”

Retweeting Trump’s announcement, the President of the European Council Charles Michel said he wished Donald
Trump and the First Lady a speedy recovery, adding “COVID-19 is a battle we all continue to fight. Everyday. No
matter where we live.” France’s government spokesperson Gabriel Attal reportedly said: “This demonstrates that
the virus spares no one, including those who have shown scepticism. | wish him a swift recovery.” European
stocks are expected to open lower on Friday over Trump’s positive test result.

@. Charles Michel & @eucopresident - 18m v
Y Wishing @realDonaldTrump and @FLOTUS a speedy recovery.
#COVID—19 is a battle we all continue to fight.
Everyday.
No matter where we live.

@ Donald J. Trump & @realDonaldTrump - 2h

Tonight, @FLOTUS and | tested positive for COVID-19. We will begin
our quarantine and recovery process immediately. We will get
through this TOGETHER!
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European stock opened low on Trump news, the pan-European Stoxx 600 index slipped 0.8% in early morning
deals with all sectors and major bourses trading firmly in the red; German DAX futures and FTSE 100 futures also
fell. Brent crude LCOc1 slipped about 3 %.

Europe itself is seeing a dramatic surge in newly confirmed caseload across the continent and many countries
including Spain, France, U.K recently have tightened restrictions. The global death toll from COVID-19 hit a
discouraging milestone of one million on Monday, with the US, Brazil and India accounting for nearly half of the
total, according to Johns Hopkins University.

Brussels currently hosts a delayed two-day European Council summit starting from Thursday, whilst China is busy
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celebrating twin Festivals - the country’s National Day and Mid-Autumn Festival Holiday happened to fall on the
same day on Oct. 1, bringing China’s holidaymakers an unusual eight-day break until Oct.8. Contrary to other
countries, the mood music in China is perhaps quite uplifting, and it rightly deserves so: the virus spread stays
under control and the economy is gaining momentum.

In Brussels’ dull, drizzly days, debates on foreign affairs dragged the European leaders meeting into late mid-
night. The meeting has put Sino-EU relations high on agenda. The original plan was to devote its first working
session to a discussion on EU-China relations on Thursday afternoon, but the Council President Michel has shifted
and directed leaders to start their discussion on a more complicated topic on Turkey. Nevertheless, the European
Council meeting briefed on leaders on the China-Germany-EU video conference on Sept. 14 and later agreed

upon a four-point view concerning China.
China

22. The European Council welcomes the oral report on the EU Leaders’ meeting with President Xi Jinping on 14 September
as well as the signing of the agreement on Geographical Indications. It stresses the need to rebalance the economic
relationship and achieve reciprocity. It recalls the goal of finalising, by the end of this year, negotiations for an ambitious EU-
China Comprehensive Investment Agreement (CAl) that addresses the current asymmetries in market access, contributes to
a level playing field, and establishes meaningful commitments on sustainable development. It also calls on China to deliver
on previous commitments to address market access barriers, to make progress on overcapacity and engage in negaotiations
on industrial subsidies at the World Trade Organization.

23. The European Council encourages China to assume greater responsibility in dealing with global challenges. This
includes, in particular, taking more ambitious action on climate in line with the goals of the Paris Agreement and on
biodiversity, and supporting multilateral responses to the COVID-19 pandemic, notably as regards treatments and vaccines,
the independent review of the international health response, and debt relief as a necessary condition for recovery from the
pandemic, particularly in Africa. The European Council welcomes, as an important step in the right direction, the statement
of President Xi Jinping, following the Leaders' video conference, that China will aim to achieve carbon neutrality before 2060.

24. The European Council underlines its serious concerns about the human rights situation in China, including
developments in Hong Kong and the treatment of people belonging to minorities, as expressed at the EU-China summit in
June and the Leaders’ meeting held on 14 September.

25, The European Council reaffirms the policy approach towards EU-China relations as set out in the Joint Communication of
the Commission and the High Representative ‘EU-China: A Strategic Outlook’ of March 2019 and calls for further coherent
efforts to implement it. It invites the Commission and the High Representative to present a progress report by March 2021.
It looks forward to a meeting of all its members with President Xi Jinping in 2021.

(Screenshot of the press release from the European Council)

Observers have pointed out that Europe’s approach to China is getting growingly pronounced in a two-pronged
manner: it is thrilled at China’s green efforts and committed to working with the country on climate change,
Covid-19, and digital domain (the two sides on Sept. 14 announced to forge digital partnership), notwithstanding,
it seeks more self-sufficiency and sovereignty on the economic front in areas such as trade, investment, tech,
market access and global chain. Brussels probably will not follow suit of Washington to decouple with China or
wage a tech cold war, but de-globalization and a tougher stance on certain thorny issues seem increasingly
inevitable.

A day prior to the Brussels meeting, German Chancellor Angela Merkel joined EU leaders to welcome China’s
ambitious goal on climate change, following President Xi last week surprised the UN General Assembly by
announcing scaled-up green targets: China will aim to reach emission peak before 2030 and for carbon neutrality
by 2060. "Unlike other large emitters, it's encouraging that China stands by the Paris climate accord," Merkel
reportedly told German lawmakers on Wednesday. "This is a very ambitious [Chinese] goal that should spur us
in Europe to really fulfil our targets," she added.

It came as no surprise that the EU bubble applauded Beijing’s newly announced green ambition. President Michel
personally viewed Beijing’s move also a victory for the EU, as it came after the EU “conveyed” the key message
on climate change to China, including at their virtual meeting on Sept.14. Earlier on Monday, Michel told an event
held by Brussels-Based think tank Bruegel that “His (President Xi’s) announcement at the UN last week of China's
2060 commitment crowns a real diplomatic success.”



https://www.consilium.europa.eu/en/press/press-releases/2020/10/01/european-council-conclusions-on-external-relations-1-october-2020/
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Thursday’s Council meeting reaffirmed that the EU and member states’ leaders will have a joint meeting with
Chinese President Xi Jinping in 2021, urging sped-up efforts to reach the Comprehensive Agreement on
Investment (CAl) deal by the end of this year. A_statement published by the European Commission this week
showed that the two sides held the 32nd round of negotiations last week and progress was registered on rules
on entry and stay of business visitors and intra-corporate transferees, confirming a statement from China’s
Ministry of Commerce. As showed, the next round of talks will take place on Oct. 19 to 23.

The 32nd round of the EU-China investment agreement negotiations took place between 21
and 24 September 2020 by videoconference.

The negotiating round focused on market access offers and sustainable development. On
market access, extensive discussions were held on sector specific asks with both sides
exchanging feedback and expectations for further improvement. On sustainable development,
the Parties continued exchanges on the mechanism for addressing differences. Progress was
also registered with regard to the rules on entry and stay of business visitors and intra-
corporate transferees.

Next step:

- the 33rd round of negotiations to be held between 19-23 October 2020

Strategic Autonomy

Brussels is ramping up efforts to reduce its heavy dependency on non-EU countries including China on critical
raw materials. On Tuesday, the European Raw Materials Alliance was launched. According to Maros Sefcovic,
Vice President of the European Commission and Thierry Bretton, the EU Commissioner for internal market, both
of whom were present at the launch, the EU is almost exclusively dependent on a handful of countries concerning
certain materials, which could weigh on the bloc’s “strategic autonomy”. For instance, China provides 98% of the
EU's supply of rare earth elements, Turkey provides 98% of the EU's supply of borate, while South Africa provides

71% of the EU's needs for platinum.

By launching the alliance and seeking cooperation with Canada, Australia, as well as African countries, the bloc
is fighting tooth and nail to transform itself from a laggard to a hopeful frontrunner in critical raw materials. In
the battery field that so dear to the EU’s green roadmap in the years to come, Brussels aims to “be almost self-
sufficient in lithium for batteries” by 2025.

A cluster of figures in the battery sector was mentioned by Sefcovic: In 2019, investment in Europe reached 60
billion euros (three times more than in China); In 2020 to date, level of investments in Europe has reached EUR
25 billion (twice as much as in China); Europe is well on track to become the second (after China) manufacturer
of the lithium-ion battery cell by 2024, overtaking the US and the rest of Asia; ultimately, the EU aims at covering
from 3% to 80% of its battery-related needs for lithium by 2025.

Brussels does not intend to shift the production back to the continent, as Breton made it plain: “This does not
mean, however, that we want to produce everything in Europe. Europe’s resources are large and diversified, but
they are not sufficient to cover all our needs.”

Separately, China’s customs data showed that the country’s rare earth export in August plummeted by 62.3
percent over a year earlier, market experts have cited a decline in global demand in sympathy with COVID-19.

On the global economy
[ International Monetary Fund ] Kristalina Georgieva, Managing Director of the IMF, calls for urgent international

action to prevent a debt crisis in emerging economies: the impact of the COVID-19 pandemic could result in a
wave of sovereign bankruptcies and a reform of the international debt architecture is urgently needed.



https://trade.ec.europa.eu/doclib/docs/2020/september/tradoc_158958.pdf
http://www.mofcom.gov.cn/article/ae/ai/202009/20200903004243.shtml
https://blogs.imf.org/2020/10/01/reform-of-the-international-debt-architecture-is-urgently-needed/
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[ Financial Times ] The European Central Bank begins its shift to a new inflation goal: the framework must better
reflect the changed economic landscape.

[ Reuters ] US stock futures extended losses on Friday after President Donald Trump said he and his wife had
tested positive for the coronavirus, weeks ahead of elections.

[ Financial Times ] Foreigners rush into China’s policy bank bonds at a record pace: overseas investors bought
S44bn of debt as the country’s economy recovers from the coronavirus pandemic.

[ Guardian ] The UK economy’s record contraction in the second quarter was slightly less severe than first thought
but the 19.8% plunge still resulted in Britain experiencing the worst slump of any major economy. The Office for
National Statistics revised the second-quarter figure down from an earlier estimate of 20.4%.

[ Reuters ] London-listed shares fell on Friday, tracking losses in global stock markets after U.S. President Donald
Trump tested positive for the novel coronavirus, with domestic investors also staying cautious on an uncertain
outlook for Brexit.

The COVID-19 vaccine

[ Reuters ] The Coalition for Epidemic Preparedness Innovations (CEPI), a major non-profit health emergencies
group, has set up a global laboratory network to assess data from potential COVID-19 vaccines, allowing scientists
and drug makers to compare them and speed up selection of the most effective shots.

[ Guardian ] The World Bank has announced plans for a $12bn (£9.3bn) initiative that will allow poor countries
to purchase Covid-19 vaccines to treat up to 2 billion people as soon as effective drugs become available.

[ China Daily ] China's candidate coronavirus vaccine caused no side effects among recruits in Moscow as part of
large-scale clinical trials. The vaccine was developed by CanSino Biologics, a Chinese high-tech biopharmaceutical
company, and a research team with the Academy of Military Sciences last month..

The latest from the EU

[ European Commission ] On 28 September 2020, the European Commission launched a new Customs Union
Action Plan to make EU customs “smarter, more innovative and more efficient” over the next four years.

[ POLITICO ] Brussels launched legal action against the UK over its Internal Market bill breaching the Withdrawal
Agreement. European Commission President Ursula Von der Leyen says that the UK is breaking ‘good faith’
obligations to the EU.

[ Financial Times ] The EU won’t grant preferential trade terms to the UK car industry, admits Frost. The Chief
Brexit negotiator says that Brussels not willing to be flexible on the zero-tariff access to the EU-27 bloc.

[ European Commission ] On 30 September 2020, the European Commission adopted a Communication on a new
European Research Area for Research and Innovation: the new European Research Area will improve Europe's
research and innovation landscape to support green and digital transition and the EU recovery.

[ POLITICO ] Mairead McGuinness, the Irish candidate to replace former Commissioner Hogan, has promised the
economic blow from the coronavirus will receive her “highest attention” if she is confirmed as financial services
commissioner.

Updates on green and digital

[ Financial Times ] China’s net-zero target is a giant step in fight against climate change, writes Adair Turner,
Chair of the Energy Transitions Commission and former Chair of the UK Financial Services Authority. All countries
can now build zero-carbon systems at costs no higher than for fossil fuels.
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[ Nikkei Asia ] Fundraising by Chinese artificial intelligence startups has increased rapidly since the Beijing
government announced an Al drive in 2016, according to a report compiled by the Chinese tech news portal 36Kr.

[ Economist ] Health care is already benefiting from Virtual Reality, and surgery and mental-health treatment are
leading the way.

[ Guardian ] Hold music could one day be a thing of the past thanks to a service coming to Google’s smartphones.
Hold for Me, which launched on Thursday in the US for owners of Google’s Pixel 5 and Pixel 4a phones, involves
Google’s Al tools taking over as an automatic secretary when on hold to a call centre, leaving the user free to put
down the phone and carry on with their life.

[ POLITICO ] Widespread misuse of people's data to target voters with political advertising ahead of elections is
no longer possible on Facebook, according to Nick Clegg, the social networking giant's vice president for global
affairs and communications.

The Long Read — suggested readings, selected for you by the CCCEU

e “Returns to intangible capital in global value chains - New evidence on trends and policy determinants” —
Intangible capital, a broad category of knowledge-based assets that lack physical embodiment, increasingly
shapes the distribution of income in global value chains (GVCs). In this paper, the OECD analysts find that
total intangible capital accounts for about 27% of income in manufacturing GVCs and that this share has
increased between 2005 and 2015 in OECD countries. [ link ]

e “Common eurobonds should become Europe’s safe asset — but they don’t need to be green” — The plan to
fund the European Union’s recovery programme via debt issuance has raised hopes that a new type of euro-
denominated safe asset could emerge, writes Alexander Lehmann. As a priority, the European Commission
needs a strategy to create a liquid and transparent market in EU bonds. For now, funding through EU green
bonds would complicate that effort. [ link ]

e “How to End the Pandemic This Year” — Reda Cherif, Fuad Hasanov, Mariana Mazzucato write that, while the
world waits with bated breath for a safe, effective, widely available COVID-19 vaccine, another option for
ending the pandemic has been staring us in the face: a government-led industrial and coordination strategy
to achieve universal testing could bring the crisis to an end in a matter of months. [ link ]

e “Government-guaranteed bank lending six months on” — In March and April 2020, European governments
announced massive credit support programmes. After an initial surge, take-up appears to be stabilising (with
alagin Italy), despite second wave shocks in some countries, according to Julia Anderson, Francesco Papadia
and Nicolas Véron from the Brussels-based think tank Bruegel. More recent data confirms that fiscal capacity
has not visibly constrained national governments in the support they have provided so far. [ link ]

e “Time to break SOE's monopoly” — In a recent video conference, China’s State Council leading group for
reforming State-owned enterprises stressed that the country's three-year action plan for SOE reform has
listed concrete steps to implement the top authorities' top-level design for reforming SOEs over the next
three years. [ link ]



https://asia.nikkei.com/Business/China-tech/China-AI-startups-surge-forward-with-30bn-funding-since-2016
https://www.economist.com/technology-quarterly/2020/10/01/health-care-is-already-benefiting-from-vr
https://www.theguardian.com/technology/2020/oct/01/hold-for-me-google-launches-ai-secretary-that-waits-on-hold-for-phone-users
https://www.politico.eu/article/facebook-nick-clegg-cambridge-analytica-scandal/
https://www.oecd.org/publications/returns-to-intangible-capital-in-global-value-chains-4cd06f19-en.htm
https://www.bruegel.org/2020/09/publish-on-monday-common-eurobonds-should-become-europes-safe-asset-but-they-dont-need-to-be-green/
https://www.project-syndicate.org/commentary/universal-testing-to-end-covid19-pandemic-by-reda-cherif-et-al-2020-10
https://www.bruegel.org/2020/09/government-guaranteed-bank-lending-six-months-on/
http://global.chinadaily.com.cn/a/202009/30/WS5f73c5dfa31024ad0ba7cb7a.html
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China

22. The European Council welcomes the oral report on the EU Leaders’ meeting with President Xi Jinping on 14 September
as well as the signing of the agreement on Geographical Indications. It stresses the need to rebalance the economic
relationship and achieve reciprocity. It recalls the goal of finalising, by the end of this year, negotiations for an ambitious EU-
China Comprehensive Investment Agreement (CAl) that addresses the current asymmetries in market access, contributes to
a level playing field, and establishes meaningful commitments on sustainable development. It also calls on China to deliver
on previous commitments to address market access barriers, to make progress on overcapacity and engage in negotiations
on industrial subsidies at the World Trade Organization.

23. The European Council encourages China to assume greater responsibility in dealing with global challenges. This
includes, in particular, taking more ambitious action on climate in line with the goals of the Paris Agreement and on
biodiversity, and supporting multilateral responses to the COVID-19 pandemic, notably as regards treatments and vaccines,
the independent review of the international health response, and debt relief as a necessary condition for recovery from the
pandemic, particularly in Africa. The European Council welcomes, as an important step in the right direction, the statement
of President Xi Jinping, following the Leaders’ video conference, that China will aim to achieve carbon neutrality before 2060.

24. The European Council underlines its serious concerns about the human rights situation in China, including
developments in Hong Kong and the treatment of people belonging to minorities, as expressed at the EU-China summit in
June and the Leaders’ meeting held on 14 September.

25. The European Council reaffirms the policy approach towards EU-China relations as set out in the Joint Communication of
the Commission and the High Representative ‘EU-China: A Strategic Outlook’ of March 2019 and calls for further coherent
efforts to implement it. It invites the Commission and the High Representative to present a progress report by March 2021.

It looks forward to a meeting of all its members with President Xi Jinping in 2021.
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The 32nd round of the EU-China investment agreement negotiations took place between 21
and 24 September 2020 by videoconference.

The negotiating round focused on market access offers and sustainable development. On
market access, extensive discussions were held on sector specific asks with both sides
exchanging feedback and expectations for further improvement. On sustainable development,
the Parties continued exchanges on the mechanism for addressing differences. Progress was
also registered with regard to the rules on entry and stay of business visitors and intra-
corporate transferees.

Next step:

- the 33rd round of negotiations to be held between 19-23 October 2020
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