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3 takeaways from China’s V

China’s economic resilience, its important
contribution to global growth and the RMB'’s
increasing attractiveness make the case for
Chinese assets in investment portfolios.
China’s 14th Five-Year-Plan will reveal what
the government’s upcoming key priorities are
and where the potential opportunities for
investors lie.

China’s economy grew 4.9% in 3Q20 from 3.2% in
the previous quarter. While growth came in below
consensus, the mainland is probably the only large
economy to have delivered the elusive "V" in its
economic recovery. See Fig. 1.

Industrial output, fixed asset investment and
exports maintained their positive trends since
bottoming out in the first quarter of the year.
Notably, export orders in September recorded

its strongest increase (50.8) since January 2011.
That said, the broadening out of the recovery to
domestic consumption was perhaps the most
encouraging read. Retail sales expanded by 3.3%
yoy in September, up from 0.5% yoy in August,
after contracting for 5 consecutive months.
Healthy retail sales registered during the recent
Golden Week (October 1-8) suggest that domestic
spending may continue to recover, if consumer
confidence grows. During the Golden Week, daily
average sales rose 4.9% yoy versus the recent

highest reading of 0.5% yoy in August. A recovery
in China’s service sector will be key to broaden its
economic recovery to date. Nevertheless, China
appears on track to deliver around 2-3% GDP
growth in 2020.

Fig 1: China real and nominal GDP growth (%yoy)
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We believe that there are three takeaways for
investors:

1. CHINA’S ECONOMIC RESILIENCE

China’s ability to deliver positive growth in 2020
despite internal and external challenges, reflects
the resilience and potential of China’s economy.
This is unlikely to be a one-off feat. According to
estimates from the IMF, China is expected to be
the largest contributor to global growth in 2025.
See Fig. 2. This underscores the need for investors
to have exposure to Chinese assets in their
portfolios.

2. THE RMB’S INCREASING ATTRACTIVENESS

The RMB is up more than 7% against the USD
since May'. According to Goh Rong Ren,
Portfolio Manager, Fixed Income, Eastspring
Singapore, while the RMB may become more
volatile heading into the US Presidential election,
China'’s superior response to the pandemic, its
economic rebound to date, the attractive yields
of its onshore bonds and its favourable balance
of payments pits the RMB favourably against the
greenback over the medium term. Given global
central banks’ vast holdings of the US dollar and
the RMB'’s improving profile, some diversification
of global foreign exchange reserves cannot be
ruled out. William Xin, Head of Fixed Income,
Eastspring China, believes that with the Chinese
government bonds’ attractive yields, China bonds
will be one of the key beneficiaries of any reserve
diversification. Fig. 3.

3. OPPORTUNITIES IN CHINA'S DIGITAL ECO-
SYSTEM

On the back of the Chinese economy’s rapid
rebound, the Chinese A-share market is up 21%
year to date? in USD terms, outperforming the
MSCI Asia ex Japan Index as well as the S&P 500.
On a 12-month forward price to earnings ratio, the
China A-share market is more attractively priced
than its regional and global peers, although it is
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Fig 2: Fifteen biggest contributors to global GDP growth in 2025
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Source: Bloomberg analysis of IMF data. Individual economy’s forecast growth, as a
share of increase of world GDP, between 2024 to 2025; Purchasing Power Parity based.

Fig 3: Nominal and real yield comparison of government bonds
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https://www.eastspring.com/sg/insights/why-china-bonds-offer-good-value
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trading above its own historical average. Fig. 4. and e-commerce sectors. Investors however will
With further policy fine-tuning appearing limited, need to look beyond the obvious beneficiaries in
a stronger than expected recovery in the economy these sectors in order to find alpha generating
and corporate earnings would be key to drive the opportunities within their respective eco-systems.
market higher. As such, combining macro themes with in-depth

bottom-up analysis would be key to capturing the
Following the China A-share market’s rally, best investment opportunities.

investors need to be more discerning on the
themes and sectors they invest in going forward.
China’s 14th Five-Year-Plan will reveal what the
government’s upcoming key priorities are. The
digital economy has been imperative in supporting
the people’s well-being during the COVID-19
outbreak. Michelle Qi, CIO Equities, Eastspring
China expects the government to put in place
more policies to foster the digital economy. On-
line platforms have changed consumer behaviour,
creating investment opportunities across the
entertainment, health, education, insurance

Fig 4: 12-month forward price to earnings ratio — China A still cheaper than most
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Disclaimer
This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore and Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is
incorporated in Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed and regulated
by the Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission of
Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the Indonesia
Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (531241-U).

This document is produced by Eastspring Investments (Singapore) Limited and issued in Thailand by TMB Asset Management Co., Ltd.
Investment contains certain risks; investors are advised to carefully study the related information before investing. The past performance
of any the fund is not indicative of future performance.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is
incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring Investments
(Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre de Commerce
et des Sociétés (Luxembourg), Register No B 173737.

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 10 Lower Thames Street,
London EC3R 6AF.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which is incorporated in
Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author on this page, and may not necessarily represent views expressed or
reflected in other Eastspring Investments’ communications. This document is solely for information purposes and does not have any
regard to the specific investment objective, financial situation and/or particular needs of any specific persons who may receive this
document. This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities or any
financial instruments. It may not be published, circulated, reproduced or distributed without the prior written consent of Eastspring
Investments. Reliance upon information in this posting is at the sole discretion of the reader. Please consult your own professional adviser
before investing.

Investment involves risk. Past performance and the predictions, projections, or forecasts on the economy, securities markets or the
economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any of the
funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the preparation
of this material and Eastspring Investments has not independently verified, validated or audited such data. Where lawfully permitted,
Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts or opinion nor shall be
liable for damages arising out of any person’s reliance upon this information. Any opinion or estimate contained in this document may
subject to change without notice.

Eastspring Investments (excluding JV companies) companies are ultimately wholly-owned/indirect subsidiaries/associate of Prudential
plc of the United Kingdom. Eastspring Investments companies (including JV's) and Prudential plc are not affiliated in any manner
with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the Prudential
Assurance Company, a subsidiary of M&G plc (a company incorporated in the United Kingdom).
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