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Agenda

• Will the growth story continue in China despite possible slow 
down this year?

• Prospect of RMB - looks promising?

• Main challenges and headwinds: inflation and slowing growth 

• Favourable sectors and opportunities for investors
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Liquidity management continues
Net official FX accumulation in China

Source : CEIC, UBS estimates 201104
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Reserve requirement ratio is still on the rise as well as, 
Reserve requirement ratio

Source: CEIC, UBS estimates 201104
Remarks: Latest RRR hike by PBOC on 21 April 2011 - raised 50 bp to 20.5% for large banks and 18.5% for mid/small banks
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interest rate increase and,
Interest rate

Source: CEIC, UBS estimates 201104
Remarks: Latest rate hike by PBOC on 5 April 2011 - raised 25 bp to 6.31% for 1 yr lending rate and to 3.25% for 1 yr deposit rate
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RMB……in demand 

Source : Xin Hua – The Hindu
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gradual appreciation of RMB/USD exchange rate 
RMB/USD exchange rate

Source : CEIC and Nomura Global Economics. 201104
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Inflation control is top priority
Consumer Price Index: Food versus Total

Source : CEIC and Nomura Global Economics. 201104

-5.00 

0.00 

5.00 

10.00 

15.00 

20.00 

25.00 

Jan
-0

1

Jan
-0

2

Jan
-0

3

Jan
-0

4

Jan
-0

5

Jan
-0

6

Jan
-0

7

Jan
-0

8

Jan
-0

9

Jan
-1

0

Jan
-1

1

% y-o-y

CPI:food CPI



9

But inflationary pressure could be structural
Consumer Price Index: non food & Producer Price Index

Source : CEIC and Nomura Global Economics. 201104
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10Source : CEIC and Nomura Global Economics. 201104; United Nation report

Economic growth is not a cause for concern 
China Real GDP growth
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China’s Export Prices 
Starting to creep up

United Nations FAO; RCM Research
Updated: March 2011

US Import Prices – all commodities from China
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In fact, there will be a shortage of labor as labor force will shrink
Working age population (age 16-65), mn persons

Source : US Census Bureau, Deutsche Bank 201104
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FAI will moderate
China Fixed asset investment

Source : CEIC and Nomura Global Economics. 201104
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Consumption will remain steady but short term undermined 
by inflation
China consumption 

Source : CEIC and Nomura Global Economics. 201104
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Geographic evolution of HNWI
Where will the wealthy be living in 2015

* About 800 Chinese cities are grouped into four different tiers according to their level of total consumption and future growth of total consumption on 
Source : McKinsey Global Institute, Insights China by Mckinsey – 2008 Wealthy Chinese Consumer Survey
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Market valuations are reasonable
PE band charts for H-shares and A-share index

Source : Nomura - 201104

HSCEI  - Price to Earnings Bands Chart SHSZ300  - Price to Earnings Bands Chart
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Conclusion

 Easing food inflation will support equity market 

 However, no significant policy easing is expected 

 Structural themes remain intact:

— Consumption 

— Environment

— Renewable and clean energy

— Technological upgrade and IT software development

 Relating to some of the above themes is another emerging trend:

— Changing demographics => increasing automation 

 Corporate sector evolution

— Management buyout and incentives for state-owned companies

— Family owners of private enterprises bringing in professional management to help grow the 
companies

Source : RCM 201104
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For Professional Investor* / Institutional Investor use only 

This material is provided for the personal use of the recipient or addressee for information purposes only. Every form of publication, duplication, extraction, transmission and 
passing on of the contents of this material is impermissible and unauthorised. No account has been taken of any person’s investment objectives, financial situation or particular 
needs when preparing this document.  This is not an offer to buy or sell any particular security, strategy or investment product nor does this constitute investment advice or 
recommendation. 

In this document, “RCM” refers to individual companies that are ultimate subsidiaries of Allianz SE and operate under the “RCM” brand. If you would like a complete list of such 
individual companies, please let us know. 

The views and opinions expressed in this document, which are subject to change without notice, are those of RCM Asia Pacific Limited and/or its affiliated companies at the time 
of publication. While we believe that the information is correct at the date of this presentation, no warranty of representation is given to this effect and no responsibility can be 
accepted by us to any intermediaries or end users for any action taken on the basis of this information. We reserve the right to revise or change any information herein at any 
time without notice.  Some of the information contained herein including any expression of opinion or forecast has been obtained from or is based on sources believed by us to be 
reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to adequacy, accuracy, reliability or completeness of such information. 
Any prediction, projection or forecast is not indicative of future performance. The information is given on the understanding that any person who acts upon it or otherwise changes 
his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. 

Investment involves risks including the possible loss of principal amount invested. Please remember that past performance is not a reliable indicator for future performance. You 
should not make any assumptions on the future on the basis of performance information in this document. The value of an investment and the income from it can fall as well as 
rise as a result of market and currency fluctuations and you may not get back the amount originally invested. Investors should not solely rely on the information contained in this 
material in making investment decisions and should seek independent advice from a financial advisor. 

There is no guarantee that any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to 
invest for a long-term based on their individual risk profile especially during periods of downturn in the market. 

This does not constitute an offer to buy or sell or a solicitation or incitement of offer to buy or sell any particular securities, strategy or investment product. 

This material has not been reviewed by the Hong Kong Securities and Futures Commission 

Issuer of this material: RCM Asia Pacific Limited 

* Professional Investor means professional investor as defined under Schedule 1 of the Securities and Futures Ordnance and the Securities and Futures (Professional Investor) 
Rules. 
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