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Negative headlines dampened market sentiment 

•Chinese equities1 posted losses in September. Markets were 

negatively influenced by potential defaults of a prominent property 
developer, concerned that its impact on growth and consequential 
liquidity squeeze may ultimately spread to other sectors dragged 
down investor sentiment. 

•In mid-September, energy blackouts in key manufacturing hubs 

further dampened sentiment, and raised questions over a potential 
economic rebound and government plans to shift towards cleaner 
fuel sources. 
 
Our views and positioning2 

•Against a softening economic backdrop (Chart 1), we expect 

marginal easing in the coming two quarters including another 
possible Reserve Requirement Ratio (RRR) cut and more 
infrastructure spending funded by local government special bonds. 
In September 2021, the Fund remained overweight in A-shares 
(Chart 2). 
 
On China property developers and property management 
companies 

•Property developers, especially those with higher gearing and 

weak balance sheets, have been under pressure since the Chinese 
government’s efforts to deleverage the property market. 

•With weaker cashflow from coming pre-sales proceeds and stricter 

deleveraging push, we believe financial resources and solid 
balance sheets are critical for Chinese property developers to 
sail through the current tightening cycle. 

•While there are very limited cases for investors to refer to, we 

believe the chance of a systematic risk spill-over or domino 
effect from isolated property developer defaults to the entire 
property management services sector remains remote. Property 
owners are getting more aware of the value that quality property 
management services can add to residential or commercial 
properties and will continue to demand higher quality property 
management services. 
 
On power cuts 

•As of end-September, more than 20 provinces have implemented 

power cuts, leading to production halts across the energy-intensive 
and manufacturing sectors in China. 

•The 2021-25 Five Year Plan lays out the target for a 13.5% 

reduction in energy intensity (energy consumption per unit of GDP) 
. For 2021, the national target has been set as 3% (Chart 3), but 
energy intensity only dropped 2% in the first half of 2021, thus some 
provinces / local governments have adopted temporary energy 
usage restrictions in order to be on track to meet the annual 
reduction target. 
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We believe that while the 3% annual reduction in energy 
intensity shall remain, provincial government-led campaign-
style power cuts may start to ease off after Q3.The July Politburo 
meeting clearly discouraged such campaign-style decarbonization 
eyeing near term targets and called for a coordinated institutional 
approach to decarbonization. 

•In terms of impact to corporate earnings, short term disruption 

for companies that we follow seems to be manageable. We 
believe larger manufacturers with diversified production bases, 
flexible labor forces and production shifts to non-peak hours would 
be likely to suffer less. If the current power cut lasts through 2022, 
leading corporates with more secured production capacity or 
with overseas facilities will likely gain market share. 

•Strategy-wise, should the current power cut be extended, we 

believe the following sectors will fare better: 

▪Renewable energy: key initiative to achieve sustainable growth 

and avoid production disruption, in particular solar energy. 

▪Materials: beneficiary of higher prices due to production cuts and 

consolidation, e.g., battery supply chain. 

▪Consumer staples and consumer services: companies with 

good pricing power, such as property management services. 
 

 

1. MSCI, Manulife Investment Management, as of 30 September 2021. Chinese equities were represented by the MSCI China Index. 
2. Manulife Investment Management, as of 30 September 2021. Portfolio holdings and characteristics are subject to change at any time. Information about the asset 
allocation is historical and is not an indication of the future composition. The benchmark was changed from FTSE Hong Kong Index to MSCI Zhong Hua Index on 1 
August 2009. Due to rounding, the total may not be equal to 100%. The securities mentioned are for illustrative purpose only. It should not be taken as an investment 
recommendation or advice. 
3.National Bureau of Statistics of China, as of September 2021. 
4.Morgan Stanley Research, as of September 2021. 

Important Information 

This confidential document is for the exclusive use of the intended institutional investor or their agents and may not be transmitted, reproduced or used in whole or 
in part for any other purpose, nor may it be disclosed or made available, directly or indirectly, in whole or in part, to any other person without our prior written consent.  

Any general discussions or opinions contained within this document regarding securities or market conditions represent the view of either the source cited or King 
Wai Asset Management (Asia) as of the day of writing and are subject to change. There can be no assurance that actual outcomes will match the assumptions or 
that actual returns will match any expected returns. The information and/or analysis contained in this material have been compiled or arrived at from sources believed 
to be reliable but King Wai Asset Management (Asia) does not make any representation as to their accuracy, correctness, usefulness or completeness and does 
not accept liability for any loss arising from the use hereof or the information and/or analysis contained herein. Information about the portfolio’s holdings, asset 
allocation, or country diversification is historical and will be subject to future change. Neither King Wai Asset Management (Asia) or its affiliates, nor any of their 
directors, officers or employees shall assume any liability or responsibility for any direct or indirect loss or damage or any other consequence of any person acting 
or not acting in reliance on the information contained herein. 

The information in this material may contain projections or other forward-looking statements regarding future events, targets, management discipline or other 
expectations, and is only as current as of the date indicated. The information in this material including statements concerning financial market trends, are based on 
current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. This material was prepared solely for 
informational purposes and does not constitute, and is not intended to constitute, a recommendation, professional advice, an offer, solicitation or an invitation by or 
on behalf of King Wai Asset Management (Asia) to any person to buy or sell any security or to adopt any investment strategy, and shall not form the basis of, nor 
may it accompany nor form part of, any right or contract to buy or sell any security or to adopt any investment strategy. Nothing in this material constitutes investment, 
legal, accounting, tax or other advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise 
constitutes a personal recommendation to you. King Wai Asset Management (Asia) does not provide legal or tax advice, and you are encouraged to consult your 
own lawyer, accountant, or other advisor before making any financial decision. Prospective investors should take appropriate professional advice before making any 
investment decision. In all cases where historical performance is presented, note that past performance is not indicative of future results and you should not rely 
upon it as the basis for making an investment decision. 

The distribution of the information contained in this presentation may be restricted by law and persons who access it are required to comply with any such restrictions. 
The contents of this presentation are not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would 
be contrary to any applicable laws or regulations. By accepting this material you confirm that you are aware of the laws in your own jurisdiction relating to the 
provision and sale of the funds, portfolios or other investments discussed in this presentation and you warrant and represent that you will not pass on or utilize the 
information contained in the presentation in a manner that could constitute a breach of such laws by any King Wai Asset Management (Asia) or any other person. 

Additional information about King Wai Asset Management (Asia) may be found at www.KWIAM.com. 


