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August 14th, 2019 

为什么中国？ (Why China?) 

We are overweight Chinese equities despite all the perceived risks to the country’s outlook. For RBA, it 
almost always comes down to some combination of profits, liquidity and sentiment. Corporate profits in 
China are currently declining, but the macro data increasingly suggest that accelerating stimulus could be 
helping them find a bottom — particularly relative to most other regions of the world. The US Federal 
Reserve is attempting to boost liquidity through its “mid-cycle interest rate adjustment,” but China has been 
easing monetary policy all year, which explains why China’s yield curve remains steep and the US curve just 
inverted. Lastly, investors’ fears regarding China are palpable, and are evident in China’s 35% valuation 
discount to the US market. None of these indicators represents an all-clear signal, but the risk-reward ratio 
appears more compelling in China than it is in most regions of the world.  
 

OECD leading indicators:  
China has surpassed the US and continues to head higher 

 China stimulus as a % of GDP:  
The magnitude of stimulus is bigger than 2015-2016 

 

 

 
Source: Richard Bernstein Advisors LLC, Bloomberg, OECD  Source: Richard Bernstein Advisors LLC, JPMorgan Chase, WSJ 

 
Bloomberg China Credit Impulse y/y vs. US Fed Funds Rate: 
China’s easing is more than a “mid-cycle adjustment” 

 Sovereign Yield Curves: China vs. US 
China’s curve remains steep while the US may be inverting 

 

 

 
Source: Richard Bernstein Advisors LLC, Bloomberg, US Federal 
Reserve Board 

 Source: Richard Bernstein Advisors LLC, Bloomberg 
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BofAML Global Fund Manager Survey: “Biggest tail risk” 
2 of the top 5 investor fears are related to China 

 Forward P/E Ratio: US, Europe & China 
Chinese stocks trade at a 35% discount to the US 

 

 

 
Source: Richard Bernstein Advisors LLC, BofAML  Source: Richard Bernstein Advisors LLC, Bloomberg 
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Please feel free to call your regional portfolio specialist with any questions: 
Phone: 212 692 4088 
Email: marketing@rbadvisors.com 
 

 

 

For more information About Dan Suzuki, please click here. 

Recent & Related articles:  

Sometimes defense is the best offense 

Protectionism, profits and positioning 

Cheap cyclicals may be a warning sign 
 

 

 

 

Dan Suzuki is registered with Foreside Fund Services, LLC which is not affiliated with Richard Bernstein Advisors LLC or its affiliates. 

 

Nothing contained herein constitutes tax, legal, insurance or investment advice, or the recommendation of or an offer to sell, or the solicitation of an offer 

to buy or invest in any investment product, vehicle, service or instrument. Such an offer or solicitation may only be made by delivery to a prospective 

investor of formal  offering materials, including subscription or account documents or forms, which include detailed discussions  of the terms of the 

respective product, vehicle, service or instrument, including the principal risk factors that  might impact such a purchase or investment, and which should be 

reviewed carefully by any such investor  before making the decision to invest. RBA information may include statements concerning financial market trends 

and/or individual stocks, and are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other 

reasons. Historic market trends are not reliable indicators of actual future market behavior or future performance of any particular investment which may 

differ materially, and should not be relied upon as such. The investment strategy and broad themes discussed herein may be unsuitable for investors 

depending on their specific investment objectives and financial situation. Information contained in the material has been obtained from sources believed to 

be reliable, but not guaranteed. You should note that the materials are provided "as is" without any express or implied warranties.  Past performance is not 

a guarantee of future results. All investments involve a degree of risk, including the risk of loss. No part of RBA’s materials may be reproduced in any form, 

or referred to in any other publication, without express written permission from RBA. Links to appearances and articles by Richard  Bernstein, whether in 

the press, on television or otherwise, are provided for informational purposes only and  in no way should be considered a recommendation of any particular 

investment product, vehicle, service or  instrument or the rendering of investment advice, which must always be evaluated by a prospective investor  in 

consultation with his or her own financial adviser and in light of his or her own circumstances, including the  investor's investment horizon, appetite for risk, 

and ability to withstand a potential loss of some or all of an  investment's value. Investing is subject to market risks. Investors acknowledge and accept the 

potential loss of some or all of an investment's value. Views represented are subject to change at the sole discretion of Richard Bernstein Advisors LLC. 

17.7

13.9

11.5

11

13

15

17

19

S&P 500® MSCI Europe
Index

MSCI China
Index

Bloomberg Forward P/E Ratio

mailto:marketing@rbadvisors.com
mailto:marketing@rbadvisors.com
http://rbadvisors.com/images/pdfs/Dan_Suzuki_Bio.pdf
http://rbadvisors.com/images/pdfs/Dan_Suzuki_Bio.pdf
http://rbadvisors.com/images/pdfs/Sometimes_defense_is_the_best_offense.pdf
http://rbadvisors.com/images/pdfs/Sometimes_defense_is_the_best_offense.pdf
http://rbadvisors.com/images/pdfs/Tariff_mentions.pdf
http://rbadvisors.com/images/pdfs/Tariff_mentions.pdf
https://go.pardot.com/l/746533/2019-07-25/3psn
https://go.pardot.com/l/746533/2019-07-25/3psn


 

 
 
 

 

 

WEBSITE: RBAdvisors.com               PHONE: 212-692-4088              TWITTER: @RBAdvisors              © 2019 RBA LLC    3 

Richard Bernstein Advisors LLC does not undertake to advise you of any changes in the views expressed herein.  


