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Finding Investment Opportunities in China  
in the Age of #TheZero 

29 June 2021 

China’s economy has performed well in the past year due to its ability to manage the Covid-19 crisis, delivering 
timely and effective monetary and fiscal stimulus measures. The country recorded an 18% year-on-year GDP 
growth in the first quarter of 2021 – setting a historic single quarter record, but with growth now normalising, 
can investors still find opportunities in China in the age of #TheZero?  

David Rees, Economist, Schroders, told the audience on day one of Schroders’ flagship investment 
conference for clients across the Asia Pacific region#, that he believes what China is experiencing is a healthy 
slowdown in growth and that this presents opportunities for active investors. Angus Hui, Head of Asian & 
Emerging Markets Credit, Schroders, added that China’s fixed income market presents many interesting 
opportunities against the back drop of very low global interest rates and ESG issues. 

David Rees said: 

“Growth in China is going to be slower over the long term, but it will still be faster than other markets in the world. We 
expect China to be growing at around 5% per year over the next decade, and productivity growth will be key in 
achieving that. Building up the high technology sector should help with this, and this could also help raise the overall 
income level of the country and its income per capita over the long term. 

Angus Hui said: 

“With the low interest rate environment, China’s opening of its bond market is timely and attractive for investors. The 
China onshore RMB-denominated bond market is now the second largest bond market in the world after the US, and 
its offshore USD-denominated bond market accounts for more than half of the total market share in Asia fixed 
income. The further gradual index inclusion of Chinese government bonds in international indices and the continued 
demand from foreign investors will help further support China bond markets which is well developed relative to most 
other emerging markets.”  

“Chinese corporate bonds boast attractive yields and wider spreads with lower duration risks than other global credit 
markets. The investment grade market has delivered relatively steady performance over the last five years. In today’s 
historic low interest rate environment, this additional income and carry benefit could prove to be even more valuable 
for investors. We are also seeing some multinational corporations financing their capital requirement via the RMB-
denominated bond markets, and these will offer additional benefits and diversification for investors as well.” 

“Another point to note is that Chinese bonds have low correlation with other asset classes, which means they can offer 
diversification benefits. China’s economic and monetary policy cycles will not be perfectly synchronized with other 
parts of the world, but influenced by conditions within China. That ought to lead to lower correlations between 
Chinese bonds and other markets. But when assessing fixed income opportunities in China, take for example the real 
estate sector, the key is to have a forward-looking view on individual names and assess other factors such as their 
landbank, execution capabilities, access of other borrowing channels, and balance sheets quality.” 

“Green bonds are the other area that investors may want to pay attention to, as it is aligned with the country’s 
sustainable development goals. We expect more Chinese green bond issuances to occur in both the onshore and 
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offshore space, especially now that its standards have elevated much closer to international levels. For instance, 
green coal projects are no longer considered as green bonds in China anymore, and we expect more companies from 
the renewable and alternative energy sectors, as well as new economy and tech companies, to issues green bonds 
going forward. 

Schroders believes the best approach to fixed income investing in China is to have a flexible approach that 
allows you to invest in both onshore and offshore markets. One of the key benefits with onshore is its 
diversification benefits, whilst offshore offers better trading liquidity and valuation, especially in high yield 
names. 

  

#On 29 and 30 June 2021, Schroders engaged financial industry professionals and business leaders at its 
flagship investment conference for clients across Asia Pacific to discuss the potential levers investors can pull 
to drive sustainable investments in #TheZero environment – whether it is in the interest rate policy, return on 
traditional income investments, the rising urgency to reach net zero emissions, or in a world where zero action 
means zero results.  
 
A diverse line-up of thought leaders discussed a range of topics, from the role that policy makers and 
investment managers play, to exploring new investment themes and solutions that have opened up for 
investors in the dynamic age of #TheZero, with a particular focus on private markets, income investing, China, 
thematic investing, energy transition and climate change. 
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About Schroders 

As a global active asset manager, the way we direct capital not only shapes the financial returns we achieve for 
our clients but also the impact that the companies in which we invest on their behalf might have on society. 
The relationship between these two outcomes has rapidly evolved as we see a fundamental shift in how 
companies are viewed and valued. Understanding the impact that they can have on society and the planet is 
crucial in assessing their ability to deliver risk-adjusted profits. 

Our ongoing success is built on a history of experience and expertise, whereby we partner with our clients to 
construct innovative products and solutions across our five business areas consisting of Private Assets & 
Alternatives, Solutions, Mutual Funds, Institutional and Wealth Management and invest in a wide range of 
assets and geographies. By combining our commitment to active management and focus on sustainability, our 
strategic capabilities are designed to deliver positive outcomes for our clients.  

We are responsible for £574.4 billion (€641.7 billion/$785.1 billion)* assets of our clients, managed locally by 42 
investment teams worldwide. As a global business with over 5,500 talented staff across 37 locations, we are 
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able to stay close to our clients and understand their needs. We have over 200 years of experience in 
investment and innovation  

Further information about Schroders can be found at www.schroders.com.hk.  

*as at 31 December 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Important Information  
Any security(s) mentioned above is for illustrative purpose only, not a recommendation to invest or divest. 
This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The views and 
opinions contained herein are those of the author(s), and do not necessarily represent views expressed or reflected in other Schroders 
communications, strategies or funds. The material is not intended to provide, and should not be relied on for investment advice or 
recommendation.  Opinions stated are matters of judgment, which may change. Information herein is believed to be reliable, but Schroder 
Investment Management (Hong Kong) Limited does not warrant its completeness or accuracy. 
Investment involves risks. Past performance and any forecasts are not necessarily a guide to future or likely performance. You should 
remember that the value of investments can go down as well as up and is not guaranteed. Exchange rate changes may cause the value of 
the overseas investments to rise or fall. For risks associated with investment in securities in emerging and less developed markets, please 
refer to the relevant offering document. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of 
investment products. Potential investors should be aware that such investments involve market risk and should be regarded as long-term 
investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
This material, including the website, has not been reviewed by the SFC. Issued by Schroder Investment Management (Hong Kong) Limited. 
 
Schroder Investment Management (Hong Kong) Limited  
Level 33, Two Pacific Place, 88 Queensway, Hong Kong 
www.schroders.com.hk 

http://www.schroders.com.hk/
https://protect-eu.mimecast.com/s/dUuuCP7wZFZ9YjYt0syKT?domain=schroders.com.hk

