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THREE TRADE WARS: (1) TRUMP’S WAR
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THREE TRADE WARS: (2) WTO COMPLIANCE
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THREE TRADE WARS: (3) GLOBAL HEGEMONY
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THREE TRADE WARS: (3) GLOBAL HEGEMONY
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1. BLOWING BUBBLES
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SHADOW BANKING AT THE CENTER 
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SOE’S WEIGHING ON PRODUCTIVITY AND 

FINANCING

Source: © BCA research 2018
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2. REPLACING GROWTH ENGINE
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HOUSEHOLD CONSUMPTION AS A % OF GDP
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CHINA’S UNUSUALLY HIGH SAVINGS RATE SHOULD MOVE CLOSER TO GLOBAL NORMS
Household savings rate vs. total dependency ratio, 2015
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… VIA INCREASING URBANISATION RATE

URBAN POPULATION AS A PERCENTAGE OF TOTAL 

POPULATION, 2013 92.8%
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Source: US Census Bureau, Pew Research, Newzoo, Statista, eMarketer, CNNIC, IMF

AT A GLANCE: CHINA VS. US INTERNET

Although China’s internet penetration is just over 50%, its sheer scale means there are 3x the 

number of smartphone  users and 11x the number of mobile payment users in China than in the 

US.

Internet Smartphone Mobile Internet Mobile Payment
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INDEXED GROWTH OF CHINA FINTECH

SEGMENTS
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THE RISE OF CHINA



Economic & Investment Outlook 39

THE RISE OF CHINA
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VALORISATION EMERGING MARKETS

(18)

(3)

(2)

(2)

8 

12 

14 

-20 -15 -10 -5 0% 5 10 15

Japan*

Europe

US Tech+

US ex-Tech+

Emerg Mkts

Developed Markets

United States

Region and country relative valuations
Z-scores

P/E P/B P/S EV/S P/CE PEG DY ROIC

0.3 1.2 1.1 1.3 0.0 -0.6 -1.7 -0.4

0.4 0.9 1.2 1.3 1.1 -0.9 0.8 -1.2

0.3 0.7 0.8 1.5 1.1 -1.2 0.8 -0.8

-0.4 -0.3 0.1 -0.3 -0.2 -0.1 -0.5 0.4

-0.3 0.4 1.1 1.6 0.9 -0.9 0.4 -0.9

-0.2 -0.1 0.3 0.9 0.7 0.0 0.1 -0.2

-1.0 -0.9 0.6 1.0 -0.6 -0.1 -0.8 -0.9

Below average Average Above average

Data through 26 February 2019. Note: For price-to-book, multiple based on IMI indices from 1974, except EM which is from 1995. *Japan PE multiples calculated only since 2001, all other markets from 1987. 
Tech+ z-score based on median, not mean. Colors reflect z-score, with threshold at +/- 1 and +/- 0.5. Tech+ = IT sector plus Internet & Direct Marketing Retail. US broad index values not calculated over same 
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CHINA STOCK MARKET PERFORMANCE VERSUS 

EMERGING MARKETS
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STOCKS TO BUY



Stocks to buy
VW – target: € 183
• Asia-Pacific: 17% of turnover

• +110 bp market share in China, increase
exposure further.

• Accelerating top line, improving cost 
control, new management and disposal 
optionality.

Alibaba – target: $224
• Largest global ecommerce company

• Annual active consumers expanded to 
636m

• Expanding cloud business (+84%YoY)

• Expanding online shopping in SE-Asia.



Stocks to buy
Baidu – target: $ 270
• Largest player in China's search engine 

market in terms of traffic; daily active 
users B-mobiel: 151m!

• AI revenue take-off 
• with voice/visual search

• AI-assisted call centre, 2m calls, reduce call time 
by 75% for service executives

Tencent – target: HK$ 360
• Leading social platforms (Weixin & QQ).

• Leading online payment platform TenPay

• Improved outlook online games.
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Blowing bubbles

ECONOMIC CHALLENGES:
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Changing growth 
engine
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