Belt and Road Initiative:
Spotlight on Bangladesh

[ ]




Belt and Road Initiative: Spotlight on Bangladesh
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Bangladesh is a pivotal country in China’s Belt
and Road Initiative and the Bangladesh-China-
India-Myanmar (BCIM) Corridor. Ample workforce,
a booming economy, expanding scale in trades,
and capacity cooperation put the country in the
spotlight. This report will start with the social and
economic fundamentals of Bangladesh, then
briefly review its trade, foreign direct investment
(FDI), and current domestic infrastructure
situation, and finally, it will discuss great
opportunities for Sino-Bangladeshi capacity
cooperation and introduce the business
environment in Bangladesh.

Social and Economic Fundamentals

Among the strategic corridors under the Belt and
Road Initiative, the BCIM Corridor deepens
economic and trade ties between China and south
Asian countries and bridges the gap between
China and the window to the Indian Ocean — the
Bay of Bengal. Bangladesh is a crucial country
along the BCIM Corridor. Geographically, over
80% of the territory is arable flatlands, dotted with
numerous rivers. Such endowment holds the
potential to develop a well-planned transportation
infrastructure.
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As one of the most heavily populated countries in
the world, Bangladesh is home to more than 160
million people. Its GDP per capita is USD 1,538,
less than a fifth of that in China. However,
abundant and cost-effective labor has turned
Bangladesh into a well-known manufacturing base
for clothing products, and its fast-rising
urbanization rate has brought increasing demand
for commodity goods, services, and infrastructure
development. Now, Bangladesh is one of the most
dynamic countries in south Asia, with annual GDP
expansion of 7%. Huge potential in urbanization
and domestic demand will bring sustainable
growth to Bangladesh in the foreseeable future.
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Key Fundamental Indicators of Bangladesh

Name 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Population (mn) 161.8 159.9 157.9 155.8 1537 151.6 1497 147.8 145.8 143.8
Nominal GDP (USD bn) 2472 221.4 1951 1729 150.0 133.4 1287 115.3 102.5 916
GDP per Capita (USD) 1538.0 1385.0 1236.0 11100 976.0 880.0 860.0 7800 703.0 637.0
Real GDP Growth (%) 7.2 71 6.6 6.1 6.0 6.5 6.5 56 5.0 6.0
Urbanization Rate (%) 357 35.0 343 336 329 321 3.4 307 300 293
FX rate: Taka per USD 79.2 78.3 7 777 79.8 79.3 71.4 69.2 6B.8 68.6
Consumer Inflation (%) 5.5 6.2 7.0 75 6.2 107 8.1 5.4 8.9 9.1

According to an industrial breakdown,
Bangladesh’s secondary industry only accounts
for 28.8% of its whole economy and is dominated
by labor-intensive light industry, such as
clothing. However, heavy industrial products, such
as steel and machinery equipment, are largely
imported. From the perspective of GDP
expenditure, 75% of Bangladesh’s GDP is used
for final consumption, leading to deficient
savings and investment as well as a trade
deficit.
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Bangladesh GDP Categorized by Industry
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Bangladesh GDP Categorized by Expenditure
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Trade Deficit and Clothing Exports

Bangladesh imported USD 14.7 billion of products
from China in 2016, most concentrated in metal
products, machinery and electronic equipment,
and textile products. China has become
Bangladesh'’s largest trade partner, accounting for
26.3% of its total imports and surpassing the
aggregated share of the second, third, and fourth
largest partners of Bangladesh.

2006 2010 2014

External Balance on Goods and Services

Source: CEIC Data
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Chinese Trade with Bangladesh
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UsDmn Bangladesh's Top Importing Commodities in 2H2016

= Textiles

= Machinery & electronic
products

= Mineral products
Chemical Products

= Base metals

= Vegetable products

= Transport equipment

Others

Source: Bangladesh Bank, CEIC
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However, Bangladesh only exported USD 860 MEEZ NN ERRE YO 8.6 {ZETT , O
million to China in 2016, most of which were

readymade garments (84%), leather (3.3%), and | REHITRAEMAR. KEHIm. BEFLKELT,

frozen aquatic products (2%). In 2015, Heh |, iR S E O ES X 84%, 2015 &
Bangladesh exported up to USD 28 billion of - . . _ .
ready-made garments and was the second largest | FIFAIERAHASMEIX 280 12355t , ST MK

clothing manufacturer (following China), making HORER 6.2% , (U TFhERHERES — AR
up 6.2% of world’s clothing exports.
Kﬁuﬂ
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UsDmn Bangladesh's Top Exporting Commodities in 2H2016

» Readymade garments
= Leather Products
= Jute manufactures
Fish, shrimps and prawns
= Others

Source: Bangladesh Bank, CEIC

World's Largest Clothing Producers as of YE2015
u Share of global clothing exports (%) u Clothing exports (USD bn)
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Source: WTO, HKTDC, CEIC
Foreign Investment SIS SR

According to statistics from Bangladesh Bank, the RIRZ IR E R RTHST | 2016 FEiZELLIR
country attracted USD 2.83 billion of foreign direct '

investment in 2016, up 4.8% y-o-y. China was the | 3I/MIEIZIRE 28.3 {255T , & 2015 FRILIE

10th largest investor in Bangladesh, with USD 81 K 4.8%, HhkEhENESRENE 8100/
million FDI, only accounting for a ninth of

Singapore’s investment. 550 . REHFE SRR SR 1/9,
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USD mn Top 10 Investors in Bangladesh by FDI Inflow in 2016
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Note: Data include foreign investment and external debt Source: Bangladesh Bank, CEIC

China Outward Investment in Bangladesh
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For industrial breakdown, Chinese enterprises 7RIS |, 2016 FEREEZ IR ERSS SR

invested heavily in textile and wearing (USD 20.23 | e o e
million), leather products (USD 8.57 million), and | i (2023 75355t ) . KZ&=lA (857 555w ) #

trading (USD 5.5 million). F253 ( 550 FETT ) 8RS,
USD mn Chinese Investment by Sector, 2016

20.23

-

Textile and Wearing = Leather Products = Trading = Others

Note: Data include foreign investment and external debt Source: Bangladesh Bank, CEIC
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As of year-end 2016, Bangladesh had USD 14.54 | &7z 7016 & , ZIFIERINIEESEEER
billion of FDI stock, of which gas and petroleum e R e
(USD 3,727 million), textile and wearing (USD 145.4 {z55 , HPlS (37.312555T) - 5440

2,564 million), banking (USD 1,920 million), and AR ( 25.6 {2257 ) . 4747 (19.2 {Z25¢ ) 70
telecom (USD 1,468 million) were the four sectors | _ - r
with the most foreign investment. 15 (14.7 {255t ) RIUARIRS |5k ssasfTik.

Bangladesh FD| Stock
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USD mn Total FDI Stock by Sector, 2016

Gas & Petroleum I 3 727
Textile & Wearing . ? 564
Banking I 1 020
Telecom NI 1 468
Power N 1,018
Food mmm 301
Trading = 287
Cement W 278
Agriculture W 272
Chemicals & Pharmaceuticals ml 203
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Source: Bangladesh Bank, CEIC
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Opportunities of Sino-Bangladeshi
Capacity Cooperation

The capital formation of Bangladesh contributed
to less than 30% of domestic output, while the
ratio in China was around 45%. As such,
Bangladesh’s infrastructure is underdeveloped
and hence holds great potential for enhancement.
In recent years, China has brought an increasing
number of engineering contracts to Bangladesh.
According to the Chinese Ministry of Commerce,
Chinese enterprises signed USD 4.95 billion of
contracts (+30% y-0-y) in 2015 and completed
USD 1.75 billion (-1.5% y-0-y) of contracts, most
of which were infrastructure and energy projects.
By contrast, direct investment is still in small
scale. In the following, we’ll analyze the
investment opportunities of Sino-Bangladeshi
capacity cooperation from four angles.

RS (ElE

BIFIHRIR ARSI S GDP AZI=h , m+
EiX—tUERE 45% A, RBNEZ hERITH
ERERKFRATRE  ERHERTRNAR
B, EFk , PEEZINRATFE TREAE AR
AURIRIE LT, fERSERSELT , 2015 SFpE Rl
FEEHETIEAB AR 49.5 1255T , FLUEK
30% , SeRENVER 17.5 {235t , B TRRE 1.5%.
a1, PEERABSTIEEEPREETEMER
FRFNE. BERREVRINGES. XEHIEM
AN SES T RERERE RS DSk
"B,

Completed Contract Value by Chinese Enterprises in Bangladesh
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(1) Transportation: Bangladesh currently
has 21,000 km of roads, over 60% of
which are underdeveloped country roads,
while the length of more sophisticated
national and regional highways is about
8,000 km. In other words, there are less
than 50 km of highways for every million
people.

Highway Length

From 12/01/2002  To 12/01/2015

2012 2016

Source: CEIC Data

(1) RE: BESE, RIREEQKRBEEER
B 21 B5RE |, @ 60%ERIRKFAS
HZRRR., BEFRNERIIEX LR
RERA7 8000 2B, EEAANFEE
HNEFRABAE 50 2H,

in Bangladesh

Road Category Total length (km)
Total Road Length 21123.5
Of which: Mational Highway (EZFF4EE) 3790.9
Regional Highway [HBEX/AF8) 4206.5
Zilla Road [S#14008) 131261
Highway length per million people (km) 49.4
Total road length per million people (km) 130.6

Source: Minisiry of Road Transport and Bridges, CEIC
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As for rail infrastructure, Bangladesh had 2,835
km of railway as of year-end 2015, or equivalently
only 18 km per million people. In the meantime,
Bangladesh hasn’t developed metro or intercity
rail systems. As for cross-border transportation,
Bangladesh has some rails connected with India,
but it is lacking in rail line linking to Myanmar.
Thus, Bangladesh has huge room for
development of its transportation network, both
home and abroad. With mature technology and
building experience, Chinese enterprises can step
in through public—private partnerships (PPPs) or
build-operate-transfer (BOT) channels and could
expand exports of trains or engineering
equipment.

MERBRIZHERE , BZE 2015 FJK , &RINAIEKERR
KE 2835 0B , 8L ADOMABHKIMNN 18 2
B, B, &I EE SRR A RIS E
H—hR=H. ERiLEERNERKEESE , &AL
MENEBNEASHIREEE | (BRZMEDAIE
BREE. B, FERARERIETSERKER
BKEESH , &IMESEXRREED. AR
2, BERRFEAFERWAILLEE PPP, BOT
AWMIENE  FEREEER. TRERES™
A,

Rail Length per Million People

km

From 06/01/1992  To | 12/01/2016

(2) Telecom: Bangladesh had 4.9 million
fixed broadband users as of year-end
2015; the broadband penetration rate
(number of broadband users per 100
people) is only 3%. By contrast, mobile
phones are more popular in the country,
as there are over 130 million mobile
users. Therefore, the telecom sector in
Bangladesh is a big market for China.
Chinese telecom enterprises can engage
in construction and operation of
broadband infrastructure in Bangladesh to
enhance the accessible rate. Additionally,
companies could cooperate with local
telecom service providers via investment,
corporate merger, or operational
franchise.

=]
=]
=]
=]
.

(2) HF : 8= 2015 FK , LI ERERE
*“#ﬁ%):'ﬁ 489375 , BHBERNA
3% (BEAETAFH) . BahEiEaE
ﬁ'ﬁ%‘iﬁ&jﬂ%& C FHBFEE 1312, 8
BERCIX 80%., R , hEEZIIAIEE
WHERARUREIIE, —HhHE , FEE
N R I AR B B AERIRAT = e
AR EAEIRIIEE | &N
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FFEEN S 5H8EIEE
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(3) Electricity: Bangladesh has long

suffered from power deficiencies,
although the power supply has
expanded quickly in recent years.
Annual electricity consumption is around
300 KWh per person, just 8% of that in
China. As of year-end 2014, 38% of the
Bangladeshi population (50% of rural
population and 10% of urban
population) lacked access to electricity
power. The shortage of power supply
seriously limits industrial capacity in
Bangladesh.

01/01/2005

(3)

01/01/2015
Source: CEIC Data
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Electricity Production and Consumption

From 12/01/1991  To 12/01/2016
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Access to Electricity: % of Population
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Bangladesh has rich natural gas resources, MR ESRAESNRASHES, NEE
which account for 82% of power generation; N s o wees
oil (14.7%) is the second largest source for EBNSHE  RASKESL 82% , AL

electricity output. The rest of the electricity 5L 14.7% |, ESRkE. KAOMEMEE
supply comes from coal, hydropower, and s
renewable sources. HRERARE.

Electricity Production Breakdown

From 12/01/1971  To | 12/01/2014
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Bangladesh aims to boost power capacity to
meet increasing electricity consumption amid
fast economic growth. According to the
Chinese embassy in Bangladesh, the country
plans to double power capacity to 24,000 MW
by 2021 and further expand to 39,000 MW by
2030. Most of the incremental capacity will
come from coal and natural gas burning.
Meanwhile, Bangladesh will increase annual
per-capita electricity consumption to 400 KWh
in fiscal year 2020-2021, hence allowing all
citizens to access electricity power.

Currently, Chinese enterprises are mainly
engaged in engineering contracts in the
electricity sector of Bangladesh, but very few
invest directly. So far, China has invested in
two large power plants. One is the Payra plant,
which has capacity of 1,320 MW and
investment of USD 2.5 billion. The other is a
coal-burning power plant, with USD 2.4 billion
investment, and 30% of shares are held by a
Chinese company. The huge gap between
supply and demand makes Bangladesh’s
electricity sector appealing to foreign investors.
Chinese enterprises can take advantage of the
Belt and Road Initiative and favorable
investment policies by the Bangladeshi
government. As well, Chinese companies have
a comparative edge in technology, capital, and
talent. Thus, interested companies may
expand investment and promote bilateral
cooperation in energy sector.

(4) Automobile: Very few Bangladeshi
people own private cars: 416,000
motor vehicles were registered in
Bangladesh last year, of which merely
20,304 were private cars. Given the
huge population of over 160 million
and the fast-growing national income,
Bangladeshi demand for motor
vehicles is expected to see explosive
growth. This creates many attractive
opportunities for Chinese auto
companies to tap into the local market.

AT HELFHIERKERAUBRER , RIAE
HHRIKIET FeRBRE. RIEPERRINALE
ASALRIER | RBUFIHRIT 2021 AR
BEOEBE | $RFHE 24000 JKEL , 2030 SFHEE
39000 JKE . EEEMMRZBIIRSZE,
ERT , #ITKIFE 2020-2021 MEEIG R B EIR
BET22{2E , AYKBEIAEF) 400 ELA

£ BNEERIAEF 100%.,

BHRIFEFEUTERENARS SRS
HiTlRRE | (ESIRIFENRINKERITRD .
ESAL , P 5RENAEBINEER
AN —EFEMMEFEOSAE (CMC) 1
AL IATER (B 50% ) AIIETE
I (Payra ) MAMEERYY | REEHFEN 1320
kE , BHEE 24.8 22T ; LIRILEKR
BAHBIRE=TERABDFHRINGL S.ALAM £EH
B8 (PR 30% ) EIgRY 1320 JKERAE
BRUf , U 24 (Z555t. WHEROEE
BIMPEBHTIEEARGRENE. —5mH .
BEHE "—w— BN IRBUAFRRIRS
HMEIREIIEN , PR EFHBUTFRFEIIE
fHBERAF) ; B—HHE , BXPEHBEAEN
BA. BERTATRE | WINEEHFITURIRE
ARG, PIAMEIY AR BRI DT
ARE | HEHTRERERATE.

(4) 5% : RIRENSHEREERE.
EFELENEICHIENE 416 5
W, HPRANSERIRE 20304 4,
FIRLAORBEL 1.6 17 , EESHER
RNFIEBERKFARTT , TRy
MENERIFTRGHIA MR, FL
WISE BT EX—8 , BEE
SRR LR KRR ORY7S
RERIAERT.

Page 12



Registered Motor V

ehicles in Bangladesh

From 12/01/1995 To  12/01/2016

e e e sm B BN

01/01/1996 01/01/2000 01/01/2004

Business Environment

1. Financing cost

The lending rate in Bangladesh was 10.4% on
average last year and has declined in recent
years. However, there is still big difference in
lending rates between large and medium
enterprises (LMEs) and small enterprises.
According to data from the Chinese Ministry of
Commerce and the Chinese Embassy in
Bangladesh, annual borrowing costs for LMEs
range from 12.5% to 17.5%, while small
companies borrow at 19% per year. Given that
foreign enterprises are treated the same as local
enterprises, the barriers of high borrowing cost
and complex procedures, Chinese companies in
Bangladesh typically don’t borrow from local
banks.

01/01/2008 01/01/2012 01/01/2016

Source: CEIC Data
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1. RS
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RITREERIZRTIFH 10.4%, AT, INEIAFIR
PRM AR AIAEEREES., RIETERS
P EFRINAEXFERHSBUNEE , X
RISV R R AT 12.5%-17.5% , /NBI{Y
BIX 19%, SMNEERMER S S ARSER.,
BieShlt , ERPECIETESIREMAT
FHIFLE , SR AMRITE
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Lending Rate in Bangladesh
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Source: CEIC Data
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2. Business Costs 2. ASSA

2.1 Electricity Price 2.1 %8
The price of electricity for commercial use is 9.8 N
takas per KWh (CNY0.83), 11.98 takas (CNY MNTFEAmS  TEEENEE IS IEBE (48

1.02) in peak hours, and 8.45 takas (CNY 0.72) in | 0.83 5 ) , ISENEREEE 11.98 I5E (42
off-peak hours. The minimum charge is 125 Takas _ S b S e A~
(CNY 10.6). The package is not cheap given the 10255) , BEMMENEE 845 5K (45072

local income level. 7o) . E{EWEE 125 2E (48 1067T) . ERE
N ERERAMNKFE | X—IE R EFAE
H.

Electricity Prices

Per Unit Minimum Demand Service Service

Customer Category Rate Charge Charge
(Taka) Charge  Charge 1ph 3ph

Category-A : Residential B
Life Line : From 1 to 50 units 3.33
a. First Step - From 1 to 75 units 3.8
b. Second Step : From 76 to 200 units 514
C. Third Step : From 201 to 300 units 5.36 100 15 10 30
d Fourth Step: From 301 to 400 units 563
e Fifth Step: From 401 to 600 units 8.7
f. Sixth Step: Above 600 units 9.98
Category-B : Agricultural pumping
REH 382 125 30 40
Category-C : Small Industries
Tk
a Flat Rate 7_66
b. Off-Peak Time 6.9 = 40 - 7a
C. Peak Time 9.24
Category-D : Non-Residential (Light &
Power) h2? 100 20 10 30
EER (BBR5E1H)
Category-E : Commercial And Office
ELIASTIYN
a Flat Rate 9.8
b Off-Peak Time 8.45 125 25 10 30
C Peak Time 11.98
Category-F : Medium Voltage, General
Purpose (11 KV) 117-{kdh &
a Flat Rate 757
b Off-Peak Time .88 8000 45 - 400
C Peak Time 957
Category-H : High Voltage, General Purpose
(33 KV) 337k E
a Flat Rate 749
Off-Peak Time .82 80 40 - 450
c Peak Time 9.52
Category-J : Street Light and Water Pump
TR 77 100 20 10 30

Mote: 1 CNY = 11.8 Taka
Source: Dhaka Electric Supply Company Limited, CEIC
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2.2 Fixed Broadband Price

According to BTCL, there are four packages
providing different speeds, monthly charges range
from 300 to 1,000 takas (CNY 25.4-84.7).

2.2 BBHEE

SN FRE A THRMHRIBEFER M) | IREmE
ERRMES , BWEZENTF 300-1000 5+ (£
7 254-84770) .

Fixed Broadband Prices

ADSL Broadband Prices

Effective from Feb 21, 2016
Package Name Speed | Data Limit | Monthly Charge (Taka)
Bcube Infinity 256 256Kbps 300
Becube Inﬁjlty 512 512Kbps Unlimited 500
Beube Infinity 1000 1000Kbps 700
Becube Infinity 1500 1500Kbps 1000

15% Value added tax (\WVAT) applicable to all charges, 1 CNY = 11.8 Taka
Sowrce: BTCL, CEIC

2.3 Labor Cost

Finally, Bangladesh has highly competitive labor
costs compared with other developing countries in
Asia. Ordinary Bangladeshi workers earn USD
120 per month, on average (the minimum monthly
wage in Bangladesh is 5,300 takas, approximately
USD 68). As such, Bangladesh is able to offer a
competitive labor market to develop large-scale
manufacturing and receive transfers of labor-
intensive industries.

2.3 GRS

FIEME A BFESRELL , ZINFIESSHIMA
K. ZEEBETLAFSEHEIE 120 55T (&0
FEMERIR(EBWA T 5300 B+ |, £945 683
7t )  BEEAHELREHIEFNENS R ER =
W EEFRBHIE .

Labor Market Indicators Bangladesh| China |Indonesia|Vietnam |Myanmar
Employed person as of YE2016 (mn) 595 776.0 118.4 53.4 218
Minimum wage (USD per maonth) 6 187-338%] 98-237™ | 116-168* 85
Awverage wage (USD per month) 120 525-828 310 250 92
Fringe and social security . :
benefits (USD per month) 30 35-56 32 40-50 NIA

*Drata come from different provinces and as of YE2015, 1 USD = 6.8 CNY
**Jakarta, ¥WWest Java and East Java only
“Region | & I, effective on Jan 1, 2017
Source: HKTDC Research, NES, CEIC
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usinfo@ceicdata.com

Asia

CEIC Data

38/F. Hopewell Ctr,
183 Cueen's Rd East,
‘Wanchai, Hong Kong
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1, Chaoyang District, Beijing
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