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China Allocation 
Opportunity  

 

As of September 30, 2024, monthly performance commentary and review 
 
Performance Review 

The strategy returned positively for the month of September. MSCI China gained 23.9% while MSCI China A 

onshore (in United States Dollar (USD) terms) was up 23.1%. Hang Seng Tech returned 33.5%. JACI China 

investment grade bonds ticked up 1.0% and JACI China high yield bonds slipped 2.2%. Barclays China Agg 

(in USD terms) was up 1.3%. 

 

Equities contributed the most to performance this month followed by fixed income. Tactical asset allocation 

was positive this month, with top contributors being our absolute overweight in equities and our conviction in 

offshore technology. This was slightly offset by allocation in Taiwan, together with the onshore tilted, high 

income theme and power Artificial Intelligence (AI) theme across Asia. 

 

Our underlying equity manager underperformed its own benchmark in September, driven by detractions from 

stock selection in communication services and underweight in consumer discretionary. This were partially 

offset by contributions from overweight in consumer staples, along with underweight in energy and 

financials. 

 

Our underlying fixed income manager outperformed in both high yield and investment grade sleeves against 

their own respective benchmarks. Key contributions in the high yield bucket were driven by the issue selection 

in real estate, overweight in consumer and Technology, Media, and Telecom (TMT), partially offset by the 

underweight in financial. Within the investment grade sleeve, the overweight in real estate, TMT and financial 

contributed to overall performance, which was slightly offset by detraction from underweight in quasi-

sovereign. In terms of onshore rates selection, our underlying manager outperformed its own benchmark in 

September as well. 

 

Market Review  

 
The market’s narrative shifted back to “soft landing” in September as a substantial shift in the Fed’s reaction 

function and a 50bps rate cut cleared the way for easier financial conditions to stabilize the labor market. Global 

stocks rose to a new all-time high, with United States (US) tech and cyclical sectors in the lead. Meanwhile, 

fixed income generally benefited from the unfolding global monetary easing cycle. The US dollar depreciated 

against almost all other major currencies, driven by Fed cuts and China stimulus. 

 

In contrast with sluggish fundamentals, Chinese equities strongly rebounded following recent policy 
announcement. China’s Consumer Price Index (CPI) and Producer Price Index (PPI) both surprised to the 
downside. Non-food CPI rose only 0.2% Year-on-Year (YoY) and was down 0.2% (Month-on-Month) MoM, 
while producer prices fell 1.8% YoY. Imports also showed no growth. Data generally reflected a broad-based 
weakening in industrial and consumer demand. A former People’s Bank of China (PBoC) Governor 
acknowledged China’s deflationary pressure, saying that the Gross Domestic Product (GDP) deflator has been 
negative for the past five quarters.  
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Just a week after the Fed opened the door, the PBoC walked through by easing its own policy stance, 
reaffirming the ‘put’ on the stock market and economy. It introduced a Rmb 300 billion re-lending program 
to support corporate buybacks. With the dividend payout ratio of CSI 300 companies around 3%, this gives 
enough financial incentives for firms to buy back shares and for major shareholders to increase their holdings. 
The government also announced a Rmb 500 billion asset swap facility that can be tapped by funds, asset 
managers and insurance companies to invest in Chinese equities. Policymakers are willing to increase central 
government’s leverage, offering economic incentives for different market participants to participate in the 
stock market. This commitment mitigates some tail risks in the equity market.  
 
The Chinese government held its first unscheduled Politburo meeting since COVID. Their urgency underscores 

the need to revive the economy. Compared to the last Politburo communication, the most recent statement is 

much more condensed with a specific focus on achieving the GDP growth target, stopping further property 

market declines, enhancing employment and consumption, as well as boosting capital markets. There was no 

discussion of moral hazard, deleveraging and local government debt concerns. This reads as the government 

recognizing the potential for growing social instability and a break the glass moment to do what they’ve needed 

to do—which is to directly boost private sector confidence. Reuters reported that there will be 2 trillion Chinese 

Yuan (CNY) of special sovereign bonds this year split between consumption and local governments. This is the 

first time the Chinese government is directly targeting consumer spending in a serious way. 

 

Outlook & Strategy 

 

Chinese equities, both onshore (CSI 300) and offshore (MSCI China), saw a strong rebound of 20%+, 
marking the best weekly return since the Global Financial Crisis. The year-to-date rally in Chinese offshore 
equities now even surpassed stellar US stock performance. Sectors dependent on Chinese growth, such as 
European luxury, mining and China-exposed US stocks also saw large gains in the last week of September. 
We think spillover to global assets beyond Chinese equities are limited. While we expect some modestly 
positive sentiment in commodities and commodity currencies, but more China stimulus is necessary for this to 
be a sustainable driver. We express China stimulus optimism via long onshore and offshore Chinese equities, 
and we think the spillover trades may only meaningfully work if stimulus announcements are significantly 
larger than the reported amount.  
 
The government’s intention to supporting the stimulus remains strong. The coordinated approach to 
distributing the stimulus across various sectors, including fiscal, monetary, equity market, property and banks, 
underscores the government’s determination to uphold market confidence. There is no intention to diminish 
the confidence at this time and the market is expected to remain on its current trajectory.  
 
There are questions of implementation, effectiveness, and ‘will it be enough’ to improve confidence and 
shake the deflationary mindset. We likely won’t know the full effects for months, but the market doesn’t 
necessarily need to see an ultimate solution at this stage. Despite the sharp and quick rebound in Chinese 
equities, we believe Chinese equities and Emerging Market Equites should have legs, given how under 
allocated the market is. 
 
The recent eruption represents the initial phase of rallies, driven by beta influence. The era of widespread 
investor interest in China appears to be behind us. Looking ahead, we foresee a market environment that is 
likely to be more volatile and discerning in its investment strategies.  
 
In terms of cross-asset positioning, in response to the China rallies triggered by encouraging stimulus 
measure, we adopted quickly to dial up our risk appetite. We are cautious on how we express our risk-on 
stance and piling up risk in themes where we have conviction instead of adding exposures indiscriminately. 
We added equity exposure funded out of fixed income. Within equities, we have been favoring offshore 
shares over onshore since the start of the year, given the former is more linked to global investment 
sentiment, until recent stimulus announcement where we turned more positive towards latter as the 
announcement is likely to provide more tailwind to domestic shares. In terms of thematic strategy, one 
observation we have made recently is that there seems to be some sense of rationality returning to the 
market with investors being more willing to differentiate between companies with resilient and even 
improving fundamentals and those that continue to struggle in the challenging macro backdrop. To this end, 
we saw some green shoots in the China Internet sector where earnings revision and price momentum has 
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turned more positive. On the back of this incremental market development, we rotated more to China 
Internet ahead of and after the stimulus release.  
 
Apart from our offshore internet theme, we recalibrated expression of our high income theme, partially 
allocated to a Hong Kong Shareholder Return basket, which is the key benefactor to State Owned Enterprise 
reform and policy maker focus on enhancing shareholder return. We continued to have conviction in high 
income theme though prefer to have a more diversified approach. We took profit from Taiwan to fund the 
addition Chinese equity exposure as well. Within fixed income, we trimmed overall fixed income exposure 
across credits and rates to fund the equity exposure. We maintained a decent exposure to onshore 
government bond for portfolio construction purpose. In Foreign Exchange, we retain our short CNHUSD 
position, fully hedging onshore government bonds exposure. Additionally, we initiated a small position in gold 
as part of the hedge bucket alongside duration. 
  



   

 

 

For informational purposes only. Not investment advice or a recommendation to buy or sell any securities. 

Past performance is not an indicator of future performance. 

 

Disclaimers 
Singapore: This document and its contents have not been reviewed by, delivered to or registered with any regulatory or other relevant 
authority in any jurisdiction. This document is for informational purposes and should not be construed as an offer or invitat ion to the 
public, direct or indirect, to buy or sell securities. This document is intended for limited distribution and only to the extent permitted 
under applicable laws in any jurisdiction. No representations are made with respect to the eligibility of any recipients of this document 
to acquire interests in securities under the laws of any jurisdiction. 
 
Using, copying, redistributing or republishing any part of this document without prior written permission from UBS Asset Management 
(Singapore) Ltd. is prohibited. Any statements made regarding investment performance objectives, risk and/or return targets shall not 
constitute a representation or warranty that such objectives or expectations will be achieved or risks are fully disclosed. The information 
and opinions contained in this document is based upon information obtained from sources believed to be reliable and in good faith but 
no responsibility is accepted for any misrepresentation, errors or omissions. All such information and opinions are subject to change 
without notice. A number of comments in this document are based on current expectations and are considered “forward-looking 
statements”. Actual future results may prove to be different from expectations and any unforeseen risk or event may arise in the future. 
The opinions expressed are a reflection of UBS Asset Management (Singapore) Ltd's judgment at the time this document is compiled 
and any obligation to update or alter forward-looking statements as a result of new information, future events, or otherwise is 
disclaimed. 
 
You are advised to exercise caution in relation to this document. The information in this document does not constitute advice and does 
not take into consideration your investment objectives, legal, financial or tax situation or particular needs in any other respect. Investors 
should be aware that past performance of investment is not necessarily indicative of future performance. Potential for profit is 
accompanied by possibility of loss. If you are in any doubt about any of the contents of this document, you should obtain independent 
professional advice. 
 
Source for all data and charts (if not indicated otherwise): UBS Asset Management (Singapore) Ltd. (UEN 199308367C ) 
 
© UBS 2024. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
 
UBS Asset Management is a large-scale asset manager, with a presence in more than 20 countries worldwide. We take a globally 
connected approach to find the answers to our clients' investment challenges and draw on the best ideas and capabilities of our global 
set-up. To provide you with first class solutions, UBS Asset Management may outsource business areas and services to (other) business 
divisions of UBS Group AG, affiliated companies of UBS Group AG and carefully selected third party service providers on a global level. 
This applies both with respect to different services provided to you as a prospect and as a client, such as analyzing and providing 
investment solutions, negotiations regarding our future relationship, onboarding, as well as to ongoing know-your-client due diligence, 
transactions, processing of securities and other financial instruments, compliance, risk management and monitoring, data processing, 
and IT and back- and middle-office services. Such a global approach may require transmitting client data to affiliated companies and 
carefully selected third party service providers. This might include entities that are not subject to banking secrecy (if applicable at all) and 
or that are not subject to the data protection laws applicable in your location, the location of the UBS Asset Management entity you are 
in contact with, or to your future relationship with UBS Asset Management. This global approach also may require storing client data in 
global IT systems. UBS Asset Management is subject to statutory obligations regarding the confidentiality of data relating to the 
business relationship with its clients. 
 
You can rely on UBS Asset Management and its affiliated companies treating all data with strictest confidentiality; third par ty service 
providers are carefully selected and contractually bound to strictest confidentiality obligations in line with highest UBS standards. 
 
Philippines: The Securities being offered or sold have not been registered with the Securities & Exchange Commission under The 
Securities Regulation Code in the Philippines. Any future offer or sake thereof is subject to registration requirements under the Code 
unless such offer or sale qualifies as an exempt transaction.   
 
Thailand: NOTICE TO RESIDENTS OF THAILAND – the securities will not be offered or sold, directly or indirectly, in Thailand. UBS Asset 
Management is not licensed to publically offer securities in Thailand. Thai investors must be authorized to engage in the purchase of 
Securities of the type being offered or sold. Thai investors are responsible for obtaining all relevant government regulatory  
approvals/licenses, consents, verification and/or registrations from relevant Thai governmental and regulatory authorities required to invest 
in the securities and required for the purposes of remitting any amounts in foreign currencies for the investment; 
 
Malaysia: This document is sent to you, at your request, merely for information purposes only. No invitation or offer to subscribe or 
purchase securities is made by UBS Asset Management as the prior approval of the Securities Commission of Malaysia or other regulatory 
authorities of Malaysia have not been obtained. No prospectus has or will be filed or registered with the Securities Commission of Malaysia. 
 
Hong Kong 
This document and its contents have not been reviewed by any regulatory authority in Hong Kong. No person may issue any invitation, 
advertisement or other document relating to the interests whether in Hong Kong or elsewhere, which is directed at, or the contents of 
which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws of Hong Kong) 
other than with respect to the interests which are or are intended to be disposed of only to persons outside Hong Kong or only to 
"professional investors" within the meaning of the Securities and Futures Ordinance (Cap. 571) and the Securities and Futures 
(Professional Investor) Rules made thereunder. 
 
 

 
 
 


