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Recording Replay: Recording Replay:

https://www.youtube.com/watch?v=hAT1GSo6RM4&feature=youtu.be https://www.youtube.com/watch?v=IgLUaDfEFGU&feature=youtu.be
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China as an asset class

Speaker: Mr. William Russell of Allianz Global Investors ( “AllianzGl" )

China Equities — Towards a distinct and separate asset class

Over the last couple of years investors have been looking at
various aspects of China. These investors can be generally
split into two camps: the pro-China side and the conservative
side with hesitation to invest in China.

Importantly, China is a market that is too big to ignore today.
“Why don’t we take the inclusion and diversity approach to
include China as an asset class into our strategic asset
allocation and trying to use that to take the benefit of
diversifying our portfolio risk?”, Philip Tso of AllianzGl said in
opening remarks (see flyer).

This leads to the question of how we should structure our
equity portfolios to capitalise on the full China opportunity
set, particularly now that the MPF rules allow for the
inclusion of China A-shares.

In this webinar, William Russell gave a presentation to
discuss about China as an asset class and the outlook for
China equities.

Below are three key takeaways from the webinar:

* Firstly, China A-shares are historically associated with low
quality, high risk, poor corporate governance, but we are
seeing definite signs of (structural) change and
improvement. William Russell stressed: “We got to be
careful not to be anchored too much in the past and to
make allowances for the changes that have been
happening in the A-share market.”

* Hong Kong equities are experiencing “A-share-nisation”.
Conversely, China A-shares are undergoing
institutionalisation. So the characteristics of these two
markets are now coming much closer together than was
ever the case before.

* And finally, given China’s increasing weight in equity
indices and its future growth drivers, we expect a long-
term trend to allocate to China as a standalone asset
class. As a result, All China equity, for example, which
combines onshore and offshore allocations, can be
considered as a potential complement to traditional
Hong Kong equity allocations.

Looking ahead to 2021, the presentation highlighted the
following five key themes in China A-shares that may create
investment opportunities.

Domestic Internal travel at the expense of
tourism outbound tourism. Duty free stores,
hotels to benefit.

Construction Infrastructure spending increased to

machinery provide economic support. Chinese
companies winning market share
from foreign competitors

Healthcare / Surge in biotech spending over the

biotech last decade — widening range of
investment opportunities, especially
offshore

Solar Grid parity expected in 2021 i.e. cost
of solar the same as traditional energy
sources

‘Self- 5-year plan, a sign of future capex —

sufficiency’ 5G, semiconductors, renewables

For more information about China equities, read our latest
Premier Sponsor article, “Quick Facts About China Equities” at
the HKRSA website:

https://www.hkrsa.org.hk/image/catalog/PSC_AGI_Apr_Final_20210322.pdf

Source: Allianz Global Investors

Investment involves risk. Past performance, or any prediction,
projection or forecast, is not indicative of future performance.
The views and opinions expressed herein, which are subject
to change without notice, are those of Allianz Global Investors
or its affiliated companies at the time of publication. This
document is for informational purposes only and does not
constitute investment advice or a recommendation to buy,
sell or hold any security and shall not be deemed an offer to
sell or a solicitation of an offer to buy any security.
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Premier Sponsor Column (Apr 2021)

We are delighted to have articles contributed by AlG, Amundi and Manulife to provide
us insights on how can we better plan for our retirement.
Stay tuned for more articles in June 2021!
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Join global peers in ESG Investing for higher value Amund'
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The importance of staying active: investing for retirement in

uncertain times

With Hong Kong’s ambition of becoming Asia’s green finance hub, it has become apparent that asset

owners should move together with the government policy and regulatory changes to seek higher value

creation through ESG investing.

1. Relatively large equity opportunity set 2. An economy driven by an increasingly
dynamic private sector

Going forward: Rethink your investment nds in t ter years. We
Alpha generation for long-term investment o A pibiedsiliniotin

objective

ESG is becoming increasingly important in terms of alpha The growth portfolio of pension funds i traditionally

designed
pension funds need to 3
with theie long term horizon,

be part of the solution by pro
and expesure to long-term growth. Hence, with 3

responsibity towards the future s pension

jant the seeds for structural growth

3, The STAR market (shanghai Stock
=y o Exchange Science and Technology Innovation
Board) for tech and science startups

that show signs of continuous improvement. ESG

fatums on 3 farger sum of investment
momentum can be a source of aipha generation.
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HKRSA Upcoming webinar

Stay tuned in June!

Calling for Good MPF Employers in 2020-21! (fE=! | -

MPF

The 2020-21 Good MPF Employer Award, organized by the Mandatory Provident Fund Schemes Authority (MPFA), is inviting
nomination now. The Good MPF Employer Award aims to promote and foster employer compliance with MPF legislation; encourage
employers to provide better retirement benefits for their employees; and recognise employers who are exemplary in enhancing the
retirement benefits of their employees.

Employers wishing to apply for the Award can simply submit an application online on the MPFA’s Good MPF Employer Award
website. Alternatively, employers can submit their applications by email, fax or post. The application deadline is 30 June.

Don't wait, apply now, and be a Good MPF Employer for 2020-21!

Mandatory Provident Fund Schemes Authority
GMEA Hotline : 2292 1222

Website : www.mpfa.org.hk
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