(€][e] oYe]
Matters
WWEELYY

7 November 2022

Belvest it &

For some reason, any time it's my turn to
write our weekly Global Matters blog,
there is something happening in China
worth writing about. Or perhaps, it is just
my colleagues deliberately leaving me
with the honour of updating our readers on
the latest developments within the Chinese
walls (pun intended). Luckily, these days
we are not short of significant news and
while the west is struggling with rising rates
and elevated inflation, China is facing a
different set of issues that still have global
consequences.

On 22 October, the country witnessed the
closing of the 20th Chinese Communist
Party Congress, where president Xi Jinping
consolidated his power for another five
years, becoming effectively the second
most powerful person in modern Chinese
history, after Mao Zedong. Financial
markets were disappointed, with Chinese
stocks experiencing the deepest daily fall
since 2008.

While the re-election itself was widely
expected, what markets didn’t like was
that Xi's politburo is now composed of
his supporters only, with his predecessor
Hu Jinfao having even been escorted
out of the congress. What they liked even
less, is that during the congress the word
“security” was mentioned more frequently
than the last congress five years ago, while
the word “reform” significantly less, raising
fears that this new regime in China might
actually follow the recent past: zero-Covid
policy, common prosperity and the (mostly
grim) economic consequences of the two.

We expect the public sector to continue
strengthening over the private sector
and that the Party’s social reforms
should support growing the middle class.
Whilst the former may not necessarily
be a positive from the perspective of an
international investor, the latter should
benefit the country and ultimately the
growth of a broader investible universe.
Moreover, technological growth is still
heavily incentivised, and we expect
economic growth tfo come back to being
a priority in the coming months, as that is
a key element to common prosperity and
social stability.

Markets have been revising down their
expectation around the country’s economic
growth over the past 18 months and
today Chinese equities are down about
50-60%' from their peak in February last
year. However, it is seemingly obvious that
investors are eager to put money to work
and hungry for a pivot in narrative around
the zero-COVID-19 policy. The stock market
valuation has rarely been as attractive in
recent years and the catalyst it needs is
simply a small step in favour of global and
local investors, a hint of easier conditions.
Last week, for instance, markets cheered
the continued rumours of zero-COVID-19
rules being relaxed in order to prioritise
the economy and rallied on the back of
a picture that circulated on social media,
unveiling the existence of a “reopening
committee”.

We don’t spend much time on Chinese
social media, nor do we invest based on
rumours and hopes. However, despite
the depressed market sentiment, high
volatility, and weaker economic data,
we believe the investment opportunity
within Chinese equities remains strong.
Active management is key, and to take
full advantage of the available universe
we advocate the use of experienced stock
selectors as the best solution, from a risk
and return perspective, fo navigate current
risks and select outstanding businesses
that will prosper and grow.

Source
1Bloomberg Finance L.P. data as of 4 November 2022
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



