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The Chinese economy grew- by 4.9% year on year in the third quarter. This follows the

6.8%2 contraction in the first quarter - the sharpest since records started in 1992 - and
3.2%3 year on year growth in the second quarter. Has Chinese data been encouraging all-

round? How are asset markets reacting and what options do investors have for making a
China trade?

small data, big impact

unemployment in china®, which rose to 6.2% in February, is down to 5.4% in September -
only marginally higher than 5.2% in December 2019. Industrial production increased 6.9%
year on year in September - the highest increase since December 2019. This data point

has vindicated the strong recovery in Purchasing Managers Indices® (PMIs) - which are
important, but only show month on month change in activity. Retail sales® - an important

barometer of consumer wellbeing - have also bounced back and risen by 3.3% year on year
in September after being negative between January and July this year.

The -improvement in economic data is in 1line with an exceedingly Tow number of new
infections 1in the country - compared to many other countries which are now anguishing
over a second wave of the pandemic.

Markets are moving

Market optimism for third quarter data started developing since the start of October.
Data has not disappointed and markets are reacting positively (see table below).
Investors have a few different options when it comes to positioning themselves for the
economic recovery in China.

“

S&P China 500 Index +5.8% +24.1%
MSCI Emerging Markets Index +4.0% +3.0%
Bloomberg Industrial Metals Subindex 3.4% +4.9%

Source: WisdomTree, Bloomberg. Data as of 19 October 2020. Month to date refers to October returns and Year to

date refers to 2020 returns to 19 October. USD total returns shown.
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Historical performance is not an indication of future performance and any
investments may go down in value.

1. chinese equities: Around half of the exposure of the S&P China 500 Index is in on-
shore Tisted A-shares - Tinked closely to the domestic economy - with the remaining
being in shares Tisted across off-shore exchanges. The index, therefore, provides a
holistic assessment of Chinese equities and its gains point to the positive impact of
improving economic data.

2. Emerging market equities: The fate of the MSCI Emerging Markets Index is
inextricably Tinked to Chinese stocks given China’s weight of almost 42% 1in the index.
Consumer discretionary, with a weight of over 20%, is the largest sector in the index
with china’s Alibaba being the Targest stock. The improving financial well-being of the
Chinese consumer bodes well for broader emerging markets as well.

3. Industrial metals: with key trading partners - the United States and Europe - still
battling rising infections, China is Tooking to focus on inducing growth in the domestic
economy with increased spending on manufacturing and infrastructure. China’s imports of
copper ores and concentrates in September were significantly above not just 2019
levels, but the prior 5-year range. China’s increased spending is helping fuel the rally
in copper and the broad industrial metals complex.

source
123456 1rading Economics as of 19 october 2020
7 MscI as of 19 october 2020

8 Bank of America as of 19 october 2020

Related blogs
+ A moment in markets - cautious optimism about Chinese equity

View the online version of this article here.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been qissued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our cConflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax 1laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tlegal
advice.

This document is not, and under no circumstances is to be construed as, an advertisement
or any other step in furtherance of a public offering of shares or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) into the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where WwisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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