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China remains ahead on the virus containment and 

production normalisation curve.  

This will continue to be the key driver for investing in the 

China markets, despite higher valuations and tail risks of a 

potential second outbreak, structural supply chain disruption 

as well as US President Donald Trump’s renewed hostility 

towards China for causing the global pandemic and 

demanding compensation. 

The official economic data for March has already shown a 

sharp V-shaped rebound in key activities. Industrial 

production and retail sales have recovered noticeably, and 

fixed asset investment has also rebounded on firmer recovery 

in housing and infrastructure investment. 

China’s broad range of high frequency data – from UnionPay 

to reflect consumption to daily energy used, highway traffic 

and even pollution index – have consistently shown 

accelerated economic normalisation towards end-March in 

response to the initial easing of lockdowns. That momentum 

has extended into April. 

Opportunities and Risks 

Our investment themes for China (particularly in equities) 

have focused on the following:  

Short-term cyclical to capture the initial rebound of activities 

from the easing of lockdown restrictions 

Long-term structural trend to capture the policy direction 

and some permanent changes in consumer behaviour post-

COVID-19. 

 

We summarise our investment ideas into five major areas. 

Three of them are opportunities in the current cycle and the 

remaining two are risks that may intensify ahead. 

1) Post-lockdown bounce.  As recovery is already 

underway, this will immediately benefit consumption, retail 

and services in step with China’s gradual social distancing 

reduction. Domestic tourism has also picked up markedly 

especially within province during the Golden Week holidays. 

This will spill over onto increased transportation and logistics 

activities. 

2) Capture the policy tailwinds. Infrastructure investment is 

top on the reflation agenda including new and old projects 

which suffered a sudden stop during the virus outbreak. The 

National Development and Reform Commission (NDRC, 

China’s economic planner) will double the size of special 

bond issues to RMB4trn ($567bn) to accelerate road, 

highway and railway projects. The ministry of finance may 
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also issue special treasury bonds to add on to these 

investments’ funding pool. 

Moreover, housing policy will be relaxed further to 

reinvigorate demand and purchase subsidies will increase 

for automobiles (except top-end new energy vehicles). There 

is evidence of a sudden rise of car ownership for safe travel 

to avoid crowds in public transport. 

3) Permanent change in consumer behaviour. Post-

COVID-19 will boost the theme of ‘digital 

acceleration’ in online learning, entertainment, gaming and 

shopping as well as e-commerce transactions. Beijing’s push 

towards a digital economy will make 5G and cloud 

computing as priorities for years to come. There will also be 

more emphasis on healthcare and increased spend on health 

products and boosted insurance protection. 

4) External supply chain pressure. The slump in new 

export orders in China’s purchasing managers index to 33.5 

in April and even worse at 28.7 in February reflects the dire 

stage of overseas’ market demand and revenue pressure 

on China’s manufacturing supply chain.  

 

 

A brief rebound in exports may occur if city’s lockdowns in the 

west can be eased smoothly and inventory starts to rebuild. 

Beyond that, the long-term concern around structural 

disruption to global production lines will hurt China’s export-

driven coastal regions as more production facilities may 

relocate to other manufacturing sites. The risk of accelerated 

de-globalisation in the aftermath of global pandemic will 

reshape China’s development model. 

5) Renewed China-US friction. While it is still at an early 

stage, the market has sold off on Trump’s stepped-up rhetoric 

on China and has threatened to hike tariffs on Chinese 

exports again to compensate for the pandemic cost to the US 

government. He has also talked about abolishing China’s 

trillion-dollar US treasury holdings if push comes to the 

shove.  

Trump’s rhetoric is likely to intensify in the months ahead. But 

the question is in how strongly Trump will pursue action given 

the US’ deep economic recession and as the presidential 

election draws closer.  

What would be more likely are increased efforts to curb US’s 

investment flows into China, speeding up relocation of 

manufacturing away from China and expanding political and 

economic links with Taiwan. These may unsettle financial 

markets again. 

Market Trends and Valuations 

 

The stock market index MSCI China is down 9% year-to-date 

(ytd), outperforming the MSCI World (down 16%) and MSCI 

EM (down 20%).  

China’s performance lagged in April as developed markets 

caught up on the equity rebound. China’s normalisation has 

already triggered market sector rotation into cyclicals from 

defensive. Consumer durables, industrials and 

materials have gained momentum and should be extended 

and broadened as recovery gathers steam. 

 

MSCI China earnings have dropped drastically from over 

10% in early 2020 to a contraction of about 5% currently – 

broadly tracking the GDP contraction of 6.8% yoy in 1Q20.  

If China manages well in preventing a second outbreak to 

accelerate economic normalisation, 2Q20 may see some 

stability or even manage a firmer growth resumption. 

Despite the market recovery, China equity markets remain 

undemanding especially against their US peers.  MSCI 

China’s forward P/E (13.2x) is trading at slightly above +1 

standard deviation of its 10-year average, CSI300 (12.4x) 

and HSCEI (8.8x) are trading marginally higher than their 

respective 10-year mean, and Hang Seng Index (8.8x) is just 

at mean level despite the recent rally. 



Union Bancaire Privée, UBP SA | Asia Investment Strategy                                                                                                                                                      3 | 3 

 

 

 
 
 
Anthony Chan 
Chief Asia Investment Strategist 



 

Union Bancaire Privée, UBP SA  
Hong Kong Branch Singapore Branch 

Level 26 | AIA Central | 1 Connaught Road Central Level 38 | One Raffles Quay | North Tower  
Hong Kong Singapore 048583  
T +852 3701 9688 | F +852 3701 9668 T +65 6730 8088 | F +65 6730 8068 
Union Bancaire Privée is incorporated in Geneva,  Co Reg No T13FC0154G 
Switzerland, as a limited liability company 
 

 
Disclaimer 
 
This document is a marketing communication containing GENERAL INFORMATION on the financial services and/or financial instruments, and reflecting the 
sole opinion of Union Bancaire Privée, UBP SA and/or any entity of the UBP Group (hereinafter “UBP”) as of the date of issue. It may contain generic 
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determine clients’ interest. It does not replace a prospectus or any other legal document relating to any specific financial instrument, which may be obtained 
upon request free of charge from UBP or from the registered office of the fund concerned, where applicable. The opinions herein do not take into account 
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financial instruments can request it from UBP and/or their Relationship Manager. Where an investment is considered, the information on the risks linked to each 
financial instrument shall be provided in good time by separate means before the investment decision is taken. In any case, each client must make his/her own 
independent decisions regarding any securities or financial instruments mentioned herein and regarding the merits or suitability of any investment. Before 
entering into any transaction, clients are invited to carefully read the risk warnings and the regulations set out in the prospectus or other legal documents and 
are urged to seek professional advice from their financial, legal, accounting and tax advisors with regard to their investment objectives, financial situation and 
specific needs. This generic information is therefore not independent from the proprietary interests of UBP or connected parties, which may conflict with the 
client’s interests. UBP has policies governing cases of conflicts of interest. The investments mentioned herein may be subject to risks that are difficult to quantify 
and to integrate into the valuation of investments. Generally speaking, products with a high degree of risk, such as derivatives, structured products or 
alternative/non-traditional investments (such as hedge funds, private equity, real estate funds, etc.) are suitable only for clients who are capable of 
understanding and assuming the risks involved. The value of any capital investment may be at risk and some or all of the original capital may be lost. The 
investments are exposed to currency fluctuations and may increase or decrease in value. Fluctuations in exchange rates may cause increases or decreases in 
the client’s returns and/or in the value of the portfolio. The client may be exposed to currency risks if a financial instrument or the underlying investment of a 
financial instrument is denominated in a currency different from the reference currency of the client’s portfolio or from the currency of his/her country of 
residence. For more information on risks, the brochure called “Characteristics and risks of certain financial operations” should be consulted. The information 
contained in this document is the result neither of financial analysis within the meaning of the Swiss Banking Association’s “Directives on the Independence of 
Financial Research” nor of independent investment research as per the EU’s regulation on MiFID provisions. In principle, EU regulation does not govern 
relationships entered into with UBP entities located outside the EU, including but not limited to Union Bancaire Privée, UBP SA in Switzerland, which is subject 
to Swiss law and Swiss regulation, in Hong Kong, and in Singapore, and the subsidiary in Dubai. Reasonable efforts have been made to ensure that the content 
of this document is based on objective information and data obtained from reliable sources. However, UBP cannot guarantee that the information the Bank has 
gathered in good faith is accurate and complete. Circumstances may change and affect the data collected and the opinions expressed at the time of publication. 
Therefore information contained herein is subject to change at any time without prior notice. UBP makes no representations, provides no warranty and gives no 
undertaking, express or implied, regarding any of the information, projections or opinions contained herein nor does it accept any liability whatsoever for any 
errors, omissions or misstatements in the document. UBP does not undertake to update this document or to correct any inaccuracies which may have become 
apparent after its publication. This document may refer to the past performance of financial instruments. Past performance is not a guide to current or future 
results. The value of financial instruments can fall as well as rise. All statements in this document, other than statements of past performance and historical fact, 
are “forward-looking statements”. Forward-looking statements do not guarantee future performances. The financial projections included in this document do not 
represent forecasts or budgets, but are purely illustrative examples based on a series of current expectations and assumptions which may not happen as 
forecast. The actual performance, results, market value and prospects of a financial instrument may differ materially from those expressed or implied by the 
forward-looking statements in this document. The projected or targeted returns are inherently subject to significant economic, market and other uncertainties 
that may adversely affect performance. UBP also disclaims any obligation to update forward-looking statements, as a result of new information, future events or 
otherwise. Any performance data included in this document does not take into account fees, commissions, expenses charged on issuance and redemption of 
securities, or any other costs, nor any taxes that may be levied. The tax treatment of any investment depends on the client’s individual circumstances and may 
be subject to change in the future. This document does not contain any tax advice issued by UBP and does not necessarily reflect the client’s individual 
circumstances. This document is confidential and is intended to be used only by the person to whom it was delivered. This document may not be reproduced, 
either in whole or in part. UBP specifically prohibits the redistribution of this document, in whole or in part, without its written permission and accepts no liability 
whatsoever for the actions of third parties in this respect. This document is not intended for distribution in the US and/or to US Persons or in jurisdictions where 
its distribution by UBP would be restricted. UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority (“FINMA”). 
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