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26 May 2017 When our ancestors, the ancient Britons, were still living in mud huts and painting 

themselves blue with woad, China had already developed a large sophisticated urban 

culture that had extensive trade links with India, Central Asia and Europe. 

 

In 230 BCE, the Qin subdued the regions of Chu, Yan and Zhao and shortly after Qin Shi 

Huang became the first emperor of the vast Chinese peninsula. In 220 BCE, construction 

of the Great Wall of China began in order to protect trade along what became known 

as the Silk Road. 

 

It’s astonishing to realise that this trade route linked Japan, China, India, Arabia, Persia 

(Iran and Iraq), Greece and Northern Italy via Hangchow, Karakorum, Samarkand, 

Trebizond and Constantinople.  

 

People, goods and ideas have travelled freely along these routes for millennia despite 

regular interruptions for wars including for example, the Great Game played by Russia 

and Britain in the 19th century, for which recent events in the Crimea are a disturbing 

echo. Nevertheless, the Silk route facilitated trade, prosperity, innovation and growth. 

(Byzantine monks are said to have stolen the secret of making silk from China when the 

West thought silk grew on trees). 

 

In a reflection of that long history and largely mutual benefit, Xi Xinping, the current 

Chinese president, announced plans this week to invest in and rebuild the ancient Silk 

routes. The “Belt and Road” scheme has been described as the world’s biggest 

infrastructure scheme with China committing $115billion per annum to the project with 

$900billion already spent. 

 

President Xi noted that, “The glory of the ancient Silk Road shows that geographical 

dispersion is not insurmountable; civilisation thrives with openness and nations prosper 

from exchange.”  

 

In a period of Western retrenchment from internationalism and free and open trade, it is 

ironic that China is giving lessons in the virtues of openness and the dangers of isolationism 

and protectionism. 

 

It is also interesting that China’s view of trade is not mercantilist; China evidently seeks 

balance and indeed, for a time last year, was a net contributor to world demand via a 

current account deficit – in sharp contrast to Germany. In this China has the better of the 

argument; running a chronic trade surplus deprives the world of growth and 

accumulates claims over debtors that ultimately cannot be met – Greece is the obvious 

example. 

 

China, consonant with its long history, continues to take the long view. The New Silk Road 

speaks to growing engagement with world economic affairs and just maybe offers timely 

support to the notion of the benefits deriving from the collaboration of nations when 

support for those ideas is fading in the West. 
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IMPORTANT DISCLAIMER: This document has been issued and approved by Tacit Investment Management. The information herein 

is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities and has been obtained from, or is 

based upon, sources believed to be reliable; however no representation or warranty, express or implied, is made nor responsibility of any 

kind accepted either as to the accuracy, completeness or correctness of the information stated herein, or that material facts have 

not been omitted. Material contained in this report satisfies the regulatory provisions concerning independent investment research as 

defined in MiFID. Tacit Investment Management, its associate companies and/or their clients, directors and employees may own or 

have a position in the securities mentioned herein and may add to or dispose of any such securities. Please bear in mind that, before 

publishing a research recommendation, we may have acted upon it or made use of information on which it is based. 

 
The views of reflected in this document is a matter of judgement at the time of writing and is subject to change without notice. In 

addition, Tacit Investment Management may issue other reports that are inconsistent with, and reach different conclusions from, 

the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any 

recipient of this report. To the maximum extent possible at law, Tacit Investment Management does not accept any liability 

whatsoever arising from the use of the material or information contained herein. 

 
The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed 

decisions and seek their own advice regarding the appropriateness of investing in financial instruments or implementing strategies 

discussed herein. Any price shown is only an indication of the middle market price at the time of publication. Private clients should be 

aware that prices may fall as well as rise and the income derived from them may fluctuate. The value of securities and financial 

instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on the price of such securities 

or financial instruments. Tacit Investment Management does not provide any tax advice. Past performance is not necessarily a 

guide to future performance and you may not get back the original amount invested. Estimates of future performance are based 

on assumptions that may not be realised. Investments in general, and derivatives in particular, involve numerous risks, including, among 

others, market, counterparty default and liquidity risk. Investments referred to in this document may not be suitable for you and if you 

have any doubt about this you should contact your adviser for further advice 
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