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SURPRISE POLICY PIVOT BOOSTED CHINA MARKETS IN 2024

REASONS FOR OPTIMISM IN 2025

We acknowledge that challenges still persist for the Chinese economy, but hold the view that there are reasons to be
optimistic in 2025.

First, Chinese corporates have been moving up in technology and industrial innovation, making them a force to contend
with in advanced manufacturing. From exporting lower value textile and footwear in the past, China has become the
leading exporter of electric vehicles and solar panels. The recent breakthrough in artificial intelligence development with
the Deepseek AI models is a reminder not to write off the resilience and drive of Chinese entrepreneurs. This has created
excitement in the markets around the possibilities and benefits of increased AI use in various industries.

The Chinese economy has faced challenges the past few years as it emerged from Covid lockdowns, regulatory
tightening and a protracted property downturn.

Yet, after three years of stock market declines that started in 2021, the markets posted a sharp rebound in 2024 with a
15% rise in the MSCI China Index. What triggered the sharp turnaround in markets was the policymakers pivoting
towards a pro-growth stance at the end of September 2024. A broad range of policy directions have since been
announced, including more proactive fiscal policy, further easing in monetary policy, restoring stability in the property
market and boosting consumption.

As investors awaited more details of the stimulus measures, China markets have given up some of the gains. The
election of Donald Trump as US President also raised concerns of increased trade actions and tariffs against China, as
he had threatened during his campaign. 

Figure 1: Year-To-Date Performance of Major Stock Market Indicies (USD Terms)
HSCEI rose nearly 15% YTD and outperformed global peers

Source: Bloomberg, February 2025
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Second, Chinese consumption patterns have changed as incomes have been hit so there has been more downtrading,
but there are segments of consumption that are doing well such as concept toys and beauty products. Consumers have
also responded well to subsidies to trade-in autos and home appliances, and policymakers have expanded the
categories of product eligible for trade-in. We see more emphasis by policymakers to boost consumption and there could
be more support to provide a social safety net. Initiatives to resolve local government debt burdens will also put local
governments in a better position to roll out their own consumption support measures.

Another positive for the stock market is the increased focus on shareholder returns. State-owned enterprises have been
urged to improve their market valuations by delivering better returns to shareholders through higher dividend payouts
and share buybacks. As part of policy measures to support the stock market, asset managers and brokers can tap a
lending facility to purchase stocks, and we expect that high-yielding stocks should benefit from such a policy.

Figure 2: Artificial Value Chain in a A-share Market had a Slight Correction Recently,
While Hang Seng Tech Remained Strong

The risks to China markets are probably well known. Economic growth has been slowing and it may not be easy to
achieve another year of 5% growth in 2025. Policymakers have been rather measured in rolling out stimulus, which
makes it difficult to have a strong pick up in growth momentum.

Geopolitical risks also loom large, with the possibility of greater trade barriers put on Chinese exports, not only by the US
but also by other economies whose industries are facing greater competition from Chinese exports.

Nonetheless, we see opportunities in the Chinese markets with a range of industries and companies that can do well
despite the headwinds.
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Note: Data till 18 February 2025. 
Source: Wind, HSBC Qianhai Securities. 

All data are sourced from Lion Global Investors and Bloomberg as at 17 February 2025 unless otherwise stated.
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This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for information
only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital markets products or
investments and does not have regard to your specific investment objectives, financial situation, tax position or needs.
Investments in the products mentioned herein are not obligations of, deposits in, guaranteed or insured by LGI or any of
its affiliates and are subject to investment risks including the possible loss of the principal amount invested. You may
wish to seek advice from a financial adviser before making a commitment to undertake any investment. In the event that
you choose not to seek advice from a financial adviser, you should consider carefully whether the investment is suitable
for you.

The information presented herein is for illustrative purposes only and should not be considered reflective of any particular
security, strategy, or investment product. It represents a general assessment of the markets at a specific time and is not
a guarantee of future performance results or market movement. Any opinions, projections or forward-looking statements
expressed herein or information presented (which includes estimates, graphs, charts, formulae or devices) is subject to
change or correction at any time without notice and is not to be relied on as advice. You are advised to conduct your own
independent assessment and investigation of the relevance, accuracy, adequacy and reliability of any information
contained herein and seek professional advice on them. No warranty is given and no liability is accepted for any loss
arising directly or indirectly as a result of you acting on such information.

References to specific corporations/companies and/or their trademarks are not intended as recommendations to
purchase or sell investments in such corporations/companies nor do they directly or indirectly express or imply any
sponsorship, affiliation, certification, association, approval, connection or endorsement between any of these
corporations/companies and LGI or the products and services of LGI. It should not be assumed that investment in the
securities mentioned was or will be profitable. 

This publication is not intended for use by any person other than the intended recipient and may not be reproduced,
distributed or published without prior written consent of LGI. This publication may not be distributed in any jurisdiction or
to any person where such distribution is prohibited (including Canada, Japan, the United States of America) or to US
persons (as such term is defined in Regulation S under the US Securities Act of 1933). 

©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated company, and is not
related to any asset or fund management entity that is domiciled in Europe or the United States.
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