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1. Introduction  

The recent ruling by The Hague’s Permanent 

Court of Arbitration (PCA) in the arbitration 

instituted by the Republic of the Philippines 

against the People’s Republic of China over 

their conflicting areas of jurisdiction in the 

South China Sea was keenly watched and 

anticipated globally. The ruling may have been 

viewed by other claimants with parallel 

interests, but it was also certainly watched 

because it involved (albeit without its direct 

participation) China. As it turned out, while the 

PCA did not rule on the question of 

sovereignty, the PCA’s ruling lent support to 

the Philippines’ position.  

The economic reforms initiated by Deng 

Xiaoping in the late seventies paved the way 

for the rapid rise of China to global 

prominence. While economic standing is 

subjected to the ebbs and flows of the global 

economic order, China is today second only to 

the United States in the economic power 

ranking.  
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In this, the second edition of In-Focus!, we take a look at the much talked about “One Belt 
One Road” or OBOR initiative of China. Given POIC Lahad Datu’s own aspiration of becoming a 
regional hub with connectivity to the global shipping routes, understanding and appreciating 
the OBOR initiative is both timely and important. The report focuses on the context, coverage 
and potential impacts of the initiative on the global economic environment. Some thoughts 
on the relevance of the OBOR initiative for POIC Lahad Datu conclude the report.  We trust 
that this brief primer will proved useful to readers.  Editorial Team 
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2. Back to the Present 

Perhaps China’s rising economic stature is no better reflected than in its “One Belt One Road” (OBOR) 

strategy.  The OBOR initiative has been projected as China’s Marshall Plan - a reference to the US’s 

rebuilding initiative of Europe in the aftermath of the WWII. President Xi Jinping launched the OBOR 

initiative in 2013.1 In total, OBOR covers over 60 countries and regions in Asia and Europe with a combined 

population of 4.4 billion people or around 63% of the global population2 and a combined GDP of around 

29% (USD21 trillion) of the global economy.3  

The aims of the OBOR initiative include:5 

(i) Generating prosperity for underdeveloped parts of China, 

particularly in the western part of the country. 

(ii) Creating new opportunities for China to partner and co-

operate with the various countries covered, many of which are 

developing countries. 

(iii) Increasing integration, connectivity and economic 

development. 

As can be seen in the Figure 1 and Figure 2 below, the OBOR initiative is really a throwback to the historical 

silk routes and maritime trading routes harking back to the glorious and prosperous times of Admiral Cheng 

Ho and Marco Polo. As a national strategic initiative, it is clearly driven by long-term political as well as 

economic calculations.  

Figure 1: Countries Covered by the OBOR Initiative 

 
 Source: WSJ, Xinhua, US Department of Defense, Transneft, UN, Fidelity 

                                                             
1 http://www.slideshare.net/eversheds/one-belt-one-road-in-china-19-november-2015 
2 http://web.onebeltoneroad.tk/wp-content/uploads/2015/12/Infographics.pdf  
3 http://themarketmogul.com/chinas-one-belt-one-road-a-brief-analysis 
4 http://www.ey.com/Publication/vwLUAssets/EY-navigating-the-belt-and-road-en/$FILE/EY-navigating-the-belt-and-

road-en.pdf 
5 http://www.cbbc.org/cbbc/media/cbbc_media/One-Belt-One-Road-main-body.pdf 

The key sectors under the OBOR 

initiative include:4 

 Infrastructures 

 Energy and Power 

 Cultural tourism 

 Industry cooperation 

 Financial cooperation 
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Figure 2: New Silk Maritime and Road Routes 

              
  Source: WSJ, Xinhua, US Department of Defense, Transneft, UN, Fidelity 

 

3. One Belt One Road  

To appreciate the “Belt and Road” analogy further, it’s useful to breakdown the initiative into its 

component parts. In essence, as shown in Figure 2, the initiative consists of two main routes: 

 
(i) One Belt: The Silk Road Economic Belt7 

- A Land-based route 

- Enhancing and developing land routes     

- Building a “Eurasian land bridge” – a logistics 

chain from China’s east coast all the way to 

Rotterdam/Western Europe                              

- Developing a number of economic corridors 

connecting China with Mongolia and Russia, 

Central Asia and South-East Asia 

 
 

 

 

 

                                                             
6
 See note3 

7 See note5 

 

This modern “One Belt” implies 3 main routes:6 

1. Starting from Xi’an (the oldest of the Four 
Great Ancient Capitals of China), through to 
Central Asia (e.g. Ürümqi and Almaty, 
Kazakhstan) and Russia (e.g. Moscow), and 
ending in the Baltics. 

 
2. Starting from Xi’an, through to Islamabad 

(Pakistan), Tehran (Iran), Istanbul (Turkey) 
and ending in Mediterranean regions such 
as Venice in Italy. 

 
3. Starting from Kunming, through to 

Southeast Asia (e.g. Thailand and Yangon, 
Myanmar) and ending in Delhi in India. 
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(ii) One Road: The 21st-Century Maritime Silk Road8 

- Sea route 

- Runs west from China’s east coast to Europe through the South China Sea and the Indian Ocean. 

 

Some of the key milestones of the OBOR initiative are shown in Table 1.  

 

Table 1: Table Key Milestones 

Timelines 

October 2013 Chinese President XI Jinping and Premier LI Keqiang announced the 

Asian Infrastructure Investment Bank (AIIB) initiative during their 

respective visits to Southeast Asia. 

October 2014 22 Asian countries signed the Memorandums of Understanding 

(MOU) to establish the AIIB 

November 2014 1st Chief Negotiators' Meeting (CNM) was held in Kunming, China 

January – March 2015 Articles of Association (AoA) of the AIIB were discussed during the 2nd, 

3rd and 4th CNM 

May 2015 
The final text of the AoA was adopted at the 5thCNM 

October 2015 54 out of 57 Prospective Founding Members signed the AoA of the 

AIIB and the AIIB is expected to be operational by the end of 2015 

    Source: http://www.slideshare.net/eversheds/one-belt-one-road-in-china-19-november-2015 

 

 

 

 

 

                                                             
8 See note5 

“One Road” contains 2 main maritime routes: 

1. Starting from Fuzhou (one the main ports in the Chinese coastlines), through to various regions 

in and around the Indian Ocean (e.g. Malaysia, Sri Lanka and the Red Sea), and ending in 

Rotterdam (the Netherlands) 

2. Starting from Fuzhou, through to areas in and around the South China Sea (e.g. the Philippines 

and Indonesia), and ending in the South Pacific Ocean (e.g. the Pacific Islands) 
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4. Financial Underpinnings              

The OBOR initiative is underpinned by a key group of Chinese driven multilateral development financial 

institutions. These institutions are presented in Table 2. 

   
Table 2: Key Funding Institutions 

Organization Name Introduction 

 
Asia Infrastructure 
Investment Bank 
(AIIB) 

 
 Inter-governmental Asian regional multilateral development institution, 

focusing on infrastructure. 
 Authorized capital is US$100b 
 China is committed to provide an initial investment of US$50b. 

 
Silk Road Fund 

 
 Long-term development investment fund to promote economic and social 

development and interconnection among countries along the OBOR. 
 Launched first phase of funding US$10b. 
 Co-financed by China’s foreign exchange reserves, China Investment 

Corporation, the Export-Import Bank of China and China Development 
Bank. 

 
BRICS New 
Development Bank 

 
 International multilateral financial institution. 
 To develop countries’ infrastructure needs and to support the existing 

international financial security system. 
 Initial capital is US$100b, funded by the member states evenly and 

headquartered in Shanghai 

 
China Development 
Bank 

 
 Chinese government development-oriented financial institution to finance 

infrastructure development, construction and development of basic and 
pillar industries. 

 Its total assets exceeded Rmb10t by the end of 2014. 

 
The Export-Import 
Bank of China 

 
 Providing financial services for mechanical and electrical equipment, high-

tech product import and export, foreign project contracting and foreign 
investment. 

 Central Bank injected US$45b into Export-Import Bank of China in July 
2015 to boost the OBOR. 
 

 Source:http://www.ey.com/Publication/vwLUAssets/EY-navigating-the-belt-and-road-en/$FILE/EY-navigating-the-  
belt-and-road-en.pdf 

 

It is noteworthy that Chinese financial institutions are expected to play a larger role in financing OBOR 

above and beyond the Asian Infrastructure Investment Bank (AIIB). For example, both the China 

Development Bank (CDB) and the Export-Import Bank of China (China Eximbank) will be major supporters. 

Key tools of Chinese national interests, both have established track records in financing overseas projects 

and tying loans to buying and hiring from China. The Silk Road Fund (SRF), created specifically to bankroll 

OBOR, will continue to invest in central state-owned enterprises and functions as a magnet to attract other 

financiers to specific projects. Finally, CIC Capital, a subsidiary of China’s sovereign wealth fund, was 

established in 2014 to support Chinese firms investing in infrastructure and agricultural projects abroad. 
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CIC Capital will also play a key role in financing OBOR projects, as will the Bank of China (BOC) and other 

commercial banks.9 

 

5. Opportunities for Non-Chinese Companies  

It is readily apparent that key motivations for the OBOR initiative include helping Chinese industries and 

companies to utilize excess capacity as well as to help build up their international capacities and linkages. 

As expected, projects funded directly by Chinese sources, such as the China Development Bank or China’s 

Silk Road Fund will be directed at Chinese companies exclusively while project funded by AIIB are likely to 

be more open to non-Chinese companies. 

Opportunities under the OBOR initiative cover a broad range of activities including:  

i. Infrastructure development, operation and maintenance 

ii. Financial and professional Services 

iii. Transportation and logistics 

iv. Partnerships with Chinese companies such as COSCO, China Shipping Group, China merchants 

Holding Company, etc. 

v. Information and communication systems 

vi. Commerce, manufacturing and supply chain 

vii. Energy, Natural resources and Agriculture 

 

6.  Possible Entry Points for Malaysian Companies 

While specific information on possible entry points for 

Malaysian companies under the OBOR initiative are 

not widely available, the schematic depicted in Figure 

3 offers some useful insights.10 The schematic 

depicted in Figure 3 was intended for businesses in 

the UK, but it should be equally applicable for other 

foreign companies including those from Malaysia. 

 

 

  

   

 

Source: http://www.slideshare.net/eversheds/onebelt-
one-road-in-china-19-november-2015 

 
 
 

                                                             
9 http://thediplomat.com/2015/12/chinas-one-belt-one-road-initiative-outlook-for-obor-and-the-us-rebalance/ 
10 See note1 

Figure 3: Potential Business Models for Foreign Investors 

 

 

http://www.slideshare.net/eversheds/onebelt-one-road-in-china-19-november-2015
http://www.slideshare.net/eversheds/onebelt-one-road-in-china-19-november-2015
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As can be seen, the OBOR initiative opens up a diverse range of new opportunities using a range of 

business models for overseas businesses. These include the following:   

Joint partnerships: 

 In general, Chinese contractors prefer to partner with large, well-known international partners to 

benefit from their credibility and reputation. SME’s can participate in the supply chain. Local 

companies can, for example, leverage partnerships in third countries to access projects in China, or 

partnerships with Chinese companies to access clients in third countries.11 

Technology transfer 

 Qualified companies can transfer and license their advanced technology and services to Chinese 

partners, or perhaps vice-versa;
 12 

Investment funding 

 Funding from China for the expansion of existing projects or the divestment of assets.
 13 

EPC 

 Some Chinese engineering-procurement-construction (EPC) firms have already accelerated their 

overseas development, including the China State Construction Engineering Corporation, China 

Communications Construction Company, China Railway Construction Corporation Company, 

Metallurgical Corporation of China and China Energy Engineering Group Company.14  

PPP 

 Specific niches for local companies may lie in the growing re-orientation of contracted overseas 

projects from the traditional engineer-procure-construct (EPC) model to build-transfer (BT), build-

operate-transfer (BOT) and public-private partnership (PPP) methods.15 

Changing supply chains: 16 

 Local companies can take advantage of new routes to market to market products and services to 

third economies more cheaply and efficiently. A good example is the new Chongqing to Duisburg 

freight railway that has cut the time between Europe and China to 12-13 days, compared with an 

average of five weeks for container shipping. 

 Another international freight line along the China-Mongolia-Russia corridor, linking Hamburg with 

Harbin in 15 days, went into operation in June 2015. 

 A key step will be for local businesses to identify appropriate Chinese partners to make full use of 

each side’s respective strengths to jointly facilitate entry to new markets. 

 

 

 

                                                             
11 See note5  
12 Ibid 
13 Ibid 
14

 Ibid 
15 Ibid 
16 Ibid 
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7. POIC Lahad Datu via the OBOR Initiative?   

In looking at the OBOR initiative from POIC Lahad Datu’s perspective, it is useful to take into considerations 

a number of key regional economic variables. These regional variables may help to put into proper 

perspective the possible implications of the OBOR initiative on the East ASEAN region in general and POIC 

Lahad Datu in particular.  A summary of some of the pertinent regional economic and strategic schematics 

are presented in Figures 4-7.  

Figure 4: Abundant Supply of Resources within the BIMP-EAGA Region 

Source: Research Department, POIC Sabah Sdn Bhd 

 
Figure 5: Large Export of Resources Going to China from the East ASEAN Region 

 
Source: Research Department, POIC Sabah Sdn Bhd 

PHILIPPINES 
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Figure 6: Existing HPH (Hutchison Port Holdings) Ports 

 

                         Source: www.hph.com (Hutchison Port Holdings Limited/HPH) 

 

Figure 7: No Chinese Linked Port Operators in the BIMP-EAGA Region 

                        
Source: Research Department, POIC Sabah Sdn Bhd 

 

 

PHILIPPINES 

 

 



 

 

10 In-Focus! 

Figure 8: Shipping Lanes and Strategic Passages in Pacific Asia 

v  

       Source: http://people.hofstra.edu/geotrans/eng/ch1en/appl1en/shippinglanespacificasia.html 

 

When the preceding regional complementarities are place in the context of the Asia-Pacific shipping routes 

(see Figure 8), it becomes readily obvious that POIC Lahad Datu has great potentials to play an important 

role in harnessing and channeling the opportunities offered under the OBOR initiative for the East ASEAN 

region. In this context, one example of a promising activity that POIC Lahad Datu could offer a strategic 

advantage in is bunkering and bulking. 

 

8. The Bunkering and Bulking Industry  

As a background, it is useful to consider some of the current dynamics of the bunkering and bulking 

industry. These factors include:   

 In spite of the depressed oil price, the LNG bunkering market is rapidly growing due to stricter 

environmental regulations across the globe. This is particularly true for Asia where LNG bunkering has 

attracted a lot of attention. For example, the Singapore Maritime Port Authority (MPA) recently 

announced its plans to launch a LNG bunkering pilot programme (LBPP) with a view towards 

developing Singapore as a key LNG bunkering hub.17 

                                                             
17 https://www.reedsmith.com/LNG-Bunkering-in-Asia-Fueling-a-Promising-Future-01-05-2016/ 

http://people.hofstra.edu/geotrans/eng/ch1en/appl1en/shippinglanespacificasia.html
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 Despite the challenges in developing LNG bunkering, given the potential advantages of LNG as bunker 

and the pace of recent developments, the probability of LNG displacing crude oil as the preferred 

marine fuel is likely to rise.18  

 The lack of LNG infrastructure remains a key challenge despite the apparent benefits of using LNG as 

fuel. Indeed, the lack of or absence of LNG bunkering infrastructure in Asia is seen by many as posing 

the biggest challenge for the adoption of LNG as marine fuel. The key to the Asian LNG bunkering 

industry likely lies in the investment in or financing of LNG infrastructure.19 

 South Korea and China are two countries already taking proactive initiatives to encourage the use of 

LNG in marine vessels.20 

 From 2020 onwards, it is expected that the Asia-Pacific will make major contributions in developing 
the global LNG bunkering market.  Consequently, the global LNG bunkering market is expected to see a 
robust 63.6% Compound Annual Growth Rate (CAGR) from 2014 to 2020.21 

 
 Global bunker fuel market was 372.3 million tons in 2013 and it is expected to reach 460.0 million tons 

by 2020.22 
 
 European bunkering port facilities are highly developed with low turnaround times for vessels fuelling 

in the region.23 Rotterdam, Antwerp, and Piraeus are examples of ports that have developed as major 
bunkering destinations.24 

 

Global Players in the Marine Bunker Market:26  

- Chemoil Energy Limited 

- Aegean Marine Petroleum Network, Inc. 

- World Fuel Services Corporation 

- Gazpromneft Marine Bunker LLC 

- BP Marine Ltd 

- Bunker Holding A/S 

 

 

9.  Moving Forward  

Looking at the opportunities offered under the OBOR initiative and the advantages available within the 

BIMP-EAGA region, as noted bunkering and bulking could be potential activities that could be pursued at 

POIC Lahad Datu under the OBOR development framework. As discussed elsewhere, POIC Lahad Datu 

offers numerous and clear advantages over other regional ports. Harnessed fully and appropriately, these 

advantages could elevate POIC Lahad Datu to become a central player in the regional bunkering and 

bulking industry. As shown in Table 3, for instance, this is a sector that is already seeing heavy involvement 

                                                             
18 See note17 
19 Ibid 
20 http://www.transparencymarketresearch.com/lng-bunker-fuel-market.html 
21 Ibid 
22 http://www.steamfeed.com/bunker-fuel-consumption-and-market-revenue-is-estimated-to-reach-460-00-million-tons-

and-usd-292-42-billion-by-2020/ 
23 http://www.prweb.com/releases/2015/01/prweb12440696.htm 
24 See note22 
25 See note20 
26 See note22 

Major Companies in Global LNG Bunkering 
Market:25 

- Bomin Linde LNG GmbH & Co.KG, 
- Korea Gas Corporation,  
- Skangass AS,  
- GDF SUEZ S.A. 
- Gasnor AS 
- Harvey Gulf International Marine LLC. 
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among Chinese companies. Linking up with these Chinese industry players is one possible area to explore 

for local players, and perhaps even for POIC Lahad Datu itself. 

 

Table 3: Known LNG Bunkering Facilities in China 

Known LNG Bunkering Facilities in China, including Inland Water Ways 

River Area Province Company 
Bunkering 

Type 
LNG Capacity 

Status/ In 

service 

Yangtze 

River 

Yidu City 

Hubei 

Xilan NG Group 
Land based 

(PTS) 

Storage facility 

with large 

volume 

2014 

Wuhan Fortune Oil 
Land based 

(PTS) 

Storage facility 

with large 

volume 

Under 

construction 

4.2016 

Chongqing Chongqing Fortune Oil 
Land based 

(PTS) 
2000 m³ 10.2015 

Shanghai Shanghai Gangqiang Gas 
Bunkering 

Pontoon (STS) 
2 x 250 m³ Construction 

Nanjing 

Jiangsu Haiqi 

Ganghua 

Bunkering 

Pontoon (STS) 
 2013 

Wuhu Anhui Sinopec 
Bunkering 

Pontoon (STS) 
500 m³ 2015 

Grand 

Canal 
  

Jiangsu 

Hongyun 

Green Energy 

  Planned 

Pearl 

River 
Xi River Guangxi 

ENN Gas 

Holdings 

Bunkering 

barge (STS) 
200 m³ 2015 

Coastal 

Dafeng 

Port, 

Yancheng 

Jiangsu 

Jiangsu 

Hongyun 

Green Energy 

Land based 

(PTS) 
2 x 60 m³ 

Construction 

4.2016 

Zhoushan Zhejiang 
ENN Gas 

Holdings 

Regasification, 

Storage (PTS) 
3 mtpa 2018 

 Source: http://www.slideshare.net/DanHermannThue/lng-bunkering-china-status-report-january-2016 
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10. Conclusions 

There are still question marks over the implementation and eventual performance of the OBOR initiative. 

Its success or otherwise, may yet be riven by inherent challenges within and among the diverse countries 

covered. Likewise, great power politics would likely come into the picture as well. At this juncture, it 

remains to be seen whether the somewhat nostalgic yet vast OBOR potentials will be fully realized.       

For POIC Lahad the OBOR initiative underlined three fundamental factors. First, POIC Lahad Datu is located 

in the heart of the strategic resource rich BIMP-EAGA region, which is already an important source of raw 

materials for the Chinese market. Second, with its deep and sheltered port, POIC Lahad Datu is strategically 

adjacent to the main shipping lines of the Asia-Pacific region. And finally, there is as yet no direct Chinese-

linked port within the BIMP-EAGA region.  

The first two factors above unquestionably combined to make POIC Lahad Datu as a prime location for 

investors who may be interested to pursue pertinent opportunities under OBOR. Indeed, this could well be 

a new avenue for POIC Lahad Datu to re-positioned and market itself to potential investors. On the other 

hand, the third factor posed a more direct inward challenge - could POIC Lahad Datu possibly be the first 

Chinese-linked port in the BIMP-EAGA region?  
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