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Market developments

After starting the month in negative territory, Chinese equities
(MSCI China) rebounded to track just under +2% higher,
spurred by an unexpected wave of stimulus measures from
Chinese authorities aimed at boosting the world’s second-
largest economy. The initial announcement focused on reduc-
ing the main policy rate, cutting existing mortgage rates by
0.5%, lowering the down payment requirement for homebuy-
ers from 25% to 15%, and injecting additional funds into local
stock markets. Further market optimism was driven by the
subsequent Politburo meeting, where officials reviewed the
country’s economic situation and discussed key policies to
achieve its annual economic goals.

The market's reaction to this renewed determination was deci-
sive, with the MSCI China Index jumping almost +24% for the
month (China A onshore equities were also up approx.
+23%). In comparison, US equities were up approx. +2.1% for
the month. By the end of September, the MSCI China Index is
approx. +7.5% ahead of the S&P 500 Index (+29.6% versus
+22.1%) year-to-date. While Chinese onshore equities are
trailing their offshore counterparts, they have still climbed to
an impressive absolute return of +17.5%.

In terms of the MSCI China A Onshore Index in September,
all sectors finished the month in positive territory, with the
strongest performances coming from real estate, financials,
and consumer staples. Although positive, utilities and energy
were the clear laggards for the month.

Portfolio review

The mtx China A-Shares Leaders fund returned +24.3% for
September, outperforming the benchmark by +1.2% for the
month (gross of fees). Positive stock selection was the key
driver of this outperformance, particularly within financials. Al-
location impact was negative for the month, due to our under-
weight positions to real estate and IT.

As of the end of September, the number of companies in the
portfolio was slightly lower at 32. During the month, we sold
out of our holding in Wuxi Lead Intelligent Equipment (indus-
trials).

Some of the salient points for performance in September are
summarized below.

Performance analysis

Financials: Our financials holdings enjoyed a very strong
month thanks to Ping An Insurance Group and East Money
Information. In particular, East Money was up almost +90%
for the month given that one of the primary purposes of the

stimulus measures is to restore investor confidence in the
Chinese stock market. Given East Money’s business model,
this led to an extraordinary reaction in the share price.
Consumer staples/discretionary: Elsewhere, Kweichow Mou-
tai (staples) and Haier Smart Home (discretionary) also bene-
fitted from the stimulus measures and the possibility of a more
confident Chinese consumer. In the case of Haier, the market
had renewed optimism that domestic appliance manufacturers
would benefit from a more confident Chinese consumer and
efforts to restimulate the real estate sector were also benefi-
cial to companies like Haier.

Outlook

The decisive efforts by Chinese authorities to reinvigorate the
world’s second-largest economy has provided a welcome
boost to Chinese equities. While challenges remain and many
continue to question how effective the measures will ulti-
mately prove to be when it comes to stimulating demand, Chi-
nese equities continue to stand out in terms of a relative valu-
ation opportunity.

Operations

Chinese corporates are estimated to post earnings growth of
+11% in 2024, which compares favorably with earnings
growth expectations in the developed world of +13%. How-
ever, this level of estimated earnings growth for Chinese cor-
porates falls behind many of its EM (emerging markets) Asia
peers with expectations of +30% earnings growth for South
Korean corporates and +17% in Taiwan.

Earnings estimates for Chinese corporates are also at +11%
in 2025, which is in line with estimates for both broader EM
and developed markets. Once again, this estimate of earnings
growth places China behind many peers in EM Asia such as
Taiwan (+16%), Indonesia (+15%) and India (+14%).
Profitability margins, such as return on equity (ROE), are pre-
dicted to grow only slightly in 2024 and 2025 for the average
company in the MSCI China index. We see a similar trend for
companies in the China A onshore index, with estimated ROE
for the average onshore company estimated to be +11% in
2024 and +11.4% in 2025.

Momentum

During the past three months, analyst earnings expectations
for Chinese corporates in 2024 have increased by +0.5%.
This contrasts with the developed world where earnings ex-
pectations were revised upwards by +1.1% and +0.7% within
wider emerging markets.

Valuation
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Despite the strong performance during the third quarter, Chi-
nese equities continue to look relatively attractive compared
to developed market equities, with 2024 earnings trading on a
multiple of 9.6x and 2025 earnings trading at 8.7x. In compari-
son, developed market equities are trading at 20.6x for 2024
earnings and 18.3x for 2025 earnings.

On a Shiller P/E basis (the cyclically adjusted price to earn-
ings ratio that adjusts ten years of earnings for inflation), Chi-
nese equities continue to trade at a significant discount to de-
veloped market equities. We believe this is a powerful signal
that long term investors should consider.

Growth

Real gross domestic product (GDP) expectations for EM
economies are strong with consensus estimating that EM
economies will grow by +3.9% in 2024 and +4.3% in 2025. In
comparison, expected real GDP growth in the developed
world is +1.7% in both 2024 and 2025.

The biggest growth in real GDP expectations for 2024 contin-
ues to come from EM Asia with economies such as India
(+6.9%), Indonesia (+5%) and China (+4.8%) expected to
grow the fastest. This trend is expected to continue into 2025
with India once again predicted to be one of the fastest grow-
ing economies in the world at +6.6%.

Risk

China stimulus: Chinese authorities positively surprised mar-
kets with a bumper stimulus package of measures announced
in September. While the initial market reaction has been very
positive, there is a risk that this fails to stimulate sufficient de-
mand and return confidence to the Chinese consumer. In

such a scenario, the sustainability of a recovery in Chinese
equities would be called into question.

Red or blue? The US Presidential election in November will
likely play a key role in determining investor sentiment to-
wards EM equities during the final quarter of the year. A po-
tential return of Donald Trump to the White House is generally
considered a negative for EM equities, particularly given his
policy pledges around hiking tariffs on Chinese imports.

Hard or soft landing? In an extension of the previous risk, a
hard landing for the US economy would likely prove to be a
negative for the earnings of EM corporates. While the US
economy does appear to be slowing but resilient, we know
that the effects of monetary policy are lagged, and it is very
conceivable that the US economy could fall into recession at
some point. The magnitude of this slowdown is the key ques-
tion.

Regulation: The risk of unexpected regulatory changes re-
mains a significant risk when investing in Chinese equities.
Flows

Looking at 2023, southbound flows finished the year at ap-
prox. +290bn RMB while northbound flows were much smaller
at approx. +40bn RMB ($41bn versus $6bn). To put these fig-
ures into context, the median annual southbound/northbound
net inflows since 2016 has been +292bn RMB / +204bn RMB.
These figures, which are calculated by JP Morgan, show how
much negative sentiment there has been towards domestic
Chinese equities.
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Fund characteristics

Fund name Vontobel Fund Il — mtx China A-Shares Leaders
ISIN LU2262960185

Share class 1 USD

Reference index MSCI China A Onshore TR net

Inception date 31.5.2021

Historical performance (net returns, in %)

Time period Fund Ref. index
MTD 24.2% 23.1%
YTD 18.1% 17.5%
1 year 8.9% 13.9%
3yrsp.a. -11.0% -7.9%
5yrs p.a. - -
10 yrs p.a. - -
ITD p.a. -12.3% -8.8%

Time period Fund Ref. index
2023 -17.8% -11.7%
2022 -31.8% -27.2%
2021 - -
2020 - -
2019 - -
2018 - -
2017 - -
2016 - -
2015 - -

2014 - -

Past performance is not a reliable indicator of current or future performance. Performance data does not consider any com-
missions and costs charged when shares of the fund are issued and redeemed, if applicable. The return of the fund may go
down as well as up due to changes in the rates of exchange between currencies.

Investment risks

— The sub-fund’s investments may be subject to sustainability risks. Information on how sustainability risks are managed in

this sub-fund may be obtained from vontobel.com/sfdr.

Important legal information

This marketing document was produced by one or more compa-
nies of the Vontobel Group (collectively “Vontobel”) for institu-
tional clients, for distribution in AT, CH, DE, ES, FI, FR, GB, IT, LI,
LU, NO, SE, SG (Professional Investors only).

This document is for information purposes only and does not con-
stitute an offer, solicitation or recommendation to buy or sell
shares of the fund/fund units or any investment instruments, to ef-
fect any transactions or to conclude any legal act of any kind
whatsoever. Subscriptions of shares of the fund should in any
event be made solely on the basis of the fund’s current sales pro-
spectus (the “Sales Prospectus”), the Key (Investor) Information
Document (“K(1)ID”), its articles of incorporation and the most re-
cent annual and semi-annual report of the fund and after seeking
the advice of an independent finance, legal, accounting and tax
specialist. This document is directed only at recipients who are
“institutional clients”, such as eligible counterparties or “profes-
sional clients” as defined by the Markets in Financial Instruments
Directive 2014/65/EC (“MiFID”) or similar regulations in other ju-
risdictions, or as “qualified investors” as defined by Switzerland’s
Collective Investment Schemes Act (“CISA”).

For products with the ESG SFDR Category Art. 6, the invest-
ments underlying this financial product do not take into account
the EU criteria for environmentally sustainable economic activi-
ties.

Past performance is not a reliable indicator of current or
future performance.

Performance data does not consider any commissions and costs
charged when shares of the fund are issued and redeemed, if ap-
plicable. The return of the fund may go down as well as up, e.g.
due to changes in rates of exchange between currencies. The
value of the money invested in the fund can increase or decrease
and there is no guarantee that all or part of your invested capital
can be redeemed.

Interested parties may obtain the above-mentioned documents
free of charge from the representative in Switzerland: Vontobel
Fonds Services AG, Gotthardstrasse 43, 8022 Zurich, the paying
agent in Switzerland: Bank Vontobel AG, Gotthardstrasse 43,
8022 Zurich, the facilities agent in Austria: Erste Bank der oester-
reichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna,
from the authorized distribution agencies and from the offices of
the fund at 11-13 Boulevard de la Foire, L-1528 Luxembourg,
the European facilities agent for Germany: PwC Société coopé-
rative - GFD, 2, Rue Gerhard Mercator B.P. 1443, L-1014 Luxem-
bourg, Email: lu_pwec.gfd.facsvs@pwc.com, gfdplatform.pwec.lu/fa-
cilities-agent/, the European facilities agent for France: PwC So-
ciété coopérative - GFD, 2, Rue Gerhard Mercator B.P. 1443, L-
1014 Luxembourg, Email: lu_pwc.gfd.facsvs@pwc.com, gfdplat-
form.pwe.lu/facilities-agent/. Refer for more information on the
fund to the latest prospectus, annual and semi-annual reports as
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well as the key (investor) information documents (“K(1)ID”). These
documents may also be downloaded from our website at vonto-
bel.com/am. A summary of investor rights is available in English
under: vontobel.com/vamsa-investor-information. In Spain, funds
authorized for distribution are recorded in the register of foreign
collective investment companies maintained by the Spanish
CNMV (under number 280). The KID can be obtained in Spanish
from Vontobel Asset Management S.A., Sucursal en Espafia, Pa-
seo de la Castellana, 91, Planta 5, 28046 Madrid. Finland: The
KID is available in Finnish. The KID is available in French. The
fund is authorized to the commercialization in France. Refer for
more information on the funds to the KID.The fund authorised for
distribution in the United Kingdom and entered into the UK’s
temporary marketing permissions regime can be viewed in the
FCA register under the Scheme Reference Number 466625. The
fund is authorised as a UCITS scheme (or is a sub fund of a
UCITS scheme) in a European Economic Area (EEA) country,
and the scheme is expected to remain authorised as a UCITS
while it is in the temporary marketing permissions regime. This in-
formation was approved by Vontobel Asset Management S.A.,
London Branch, which has its registered office at 3rd Floor, 70
Conduit Street, London W1S 2GF and is authorized by the Com-
mission de Surveillance du Secteur Financier (CSSF) and subject
to limited regulation by the Financial Conduct Authority (FCA).
Details about the extent of regulation by the FCA are available
from Vontobel Asset Management S.A., London Branch, on re-
quest. The KIID can be obtained in English from Vontobel Asset
Management S.A., London Branch, 3rd Floor, 70 Conduit Street,
London W1S 2GF or downloaded from our website vonto-
bel.com/am. Italy: Refer for more information regarding subscrip-
tions in Italy to the Modulo di Sottoscrizione. For any further infor-
mation: Vontobel Asset Management S.A., Milan Branch, Piazza
degli Affari 2, 20123 Milano, telefono: 0263673444, e-mail: clien-
trelation.it@vontobel.com. Norway: The KID is available in Nor-
wegian. Sweden: The KID is available in Swedish. The fund and
its sub-funds are not available to retail investors in Singapore.
Selected sub-funds of the fund are currently recognized as re-
stricted schemes by the Monetary Authority of Singapore. These
sub-funds may only be offered to certain prescribed persons on
certain conditions as provided in the “Securities and Futures Act’,
Chapter 289 of Singapore. This document was approved by Von-
tobel Pte. Ltd., which is licensed with the Monetary Authority of
Singapore as a Capital Markets Services Licensee and Exempt
Financial Adviser and has its registered office at 8 Marina Boule-
vard, Marina Bay Financial Centre (Tower 1), Level 04-03, Singa-
pore 018981. This advertisement has not been reviewed by the
Monetary Authority of Singapore. The fund is not authorized by
the Securities and Futures Commission in Hong Kong. It may
only be offered to those investors qualifying as professional inves-
tors under the Securities and Futures Ordinance. The contents of
this document have not been reviewed by any regulatory authority
in Hong Kong. You are advised to exercise caution and if you are
in doubt about any of the contents of this document, you should
obtain independent professional advice. This document was ap-
proved by Vontobel (Hong Kong) Ltd., which is licensed by the

Vontobel Asset Management AG
Gotthardstrasse 43, 8022 Zurich
Switzerland

T +41 58 283 71 11, info@vontobel.com

vontobel.com/am

Securities and Futures Commission of Hong Kong and provides
services only to professional investors as defined under the Secu-
rities and Futures Ordinance (Cap. 571) of Hong Kong and has its
registered office at 1901 Gloucester Tower, The Landmark 15
Queen’s Road Central, Hong Kong. This advertisement has not
been reviewed by the Securities and Futures Commission.

This document is not the result of a financial analysis and there-
fore the “Directives on the Independence of Financial Research”
of the Swiss Bankers Association are not applicable. Vontobel
and/or its board of directors, executive management and employ-
ees may have or have had interests or positions in, or traded or
acted as market maker in relevant securities. Furthermore, such
entities or persons may have executed transactions for clients in
these instruments or may provide or have provided corporate fi-
nance or other services to relevant companies.

The MSCI data is for internal use only and may not be redistrib-
uted or used in connection with creating or offering any securities,
financial products or indices. Neither MSCI nor any other third
party involved in or related to compiling, computing or creating the
MSCI data (the “MSCI Parties”) makes any express or implied
warranties or representations with respect to such data (or the re-
sults to be obtained by the use thereof), and the MSCI Parties
hereby expressly disclaim all warranties of originality, accuracy,
completeness, merchantability or fitness for a particular purpose
with respect to such data. Without limiting any of the foregoing, in
no event shall any of the MSCI Parties have any liability for any
direct, indirect, special, punitive, consequential or any other dam-
ages (including lost profits) even if notified of the possibility of
such damages.

Although Vontobel believes that the information provided in this
document is based on reliable sources, it cannot assume respon-
sibility for the quality, correctness, timeliness or completeness of
the information contained in this document. Except as permitted
under applicable copyright laws, none of this information may be
reproduced, adapted, uploaded to a third party, linked to, framed,
performed in public, distributed or transmitted in any form by any
process without the specific written consent of Vontobel. To the
maximum extent permitted by law, Vontobel will not be liable in
any way for any loss or damage suffered by you through use or
access to this information, or Vontobel’s failure to provide this in-
formation. Our liability for negligence, breach of contract or con-
travention of any law as a result of our failure to provide this infor-
mation or any part of it, or for any problems with this information,
which cannot be lawfully excluded, is limited, at our option and to
the maximum extent permitted by law, to resupplying this infor-
mation or any part of it to you, or to paying for the resupply of this
information or any part of it to you. Neither this document nor any
copy of it may be distributed in any jurisdiction where its distribu-
tion may be restricted by law. Persons who receive this document
should make themselves aware of and adhere to any such re-
strictions. In particular, this document must not be distributed or
handed over to US persons and must not be distributed in the
USA.
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