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we had the pleasure of speaking to Tao wWang, UBS chief China economist, last week on our
Behind the Markets podcast. wang is based in Hong Kong, and her team leverages insights
from the UBS evidence labs, with data scientists all over the world tracking what is
happening in the global economy and the Chinese economy.

wang acknowledges there are issues with the availability of reliable data for the
Chinese economy, but compared to other emerging market economies, Wang believes the data
happens to be quite good.

wang emphasized that gross domestic product (GDP) is always a key estimate figure and
there are 1inherent methodology issues in estimates. She acknowledges that there could
also be data manipulation from local officials. Wang’s team tries to get corroborative
evidence from a wide swath of data points Tike dndustrial production, property
activities, exports and imports, which can be verified against other country data to get
a better understanding of the economy. When construction is strong, wang Tooks at steel
production and iron ore to verify the strength.

First in, First out

China was the first to shut down from the novel coronavirus with a “forced recession.”
while people’s movement was still relatively slow in April, dindustrial production and
port activity (for export and imports) had a sharp rebound earlier than expected. Many
of those activities are currently back to normal or above normal at this stage of the
year.

Bigger gatherings and events are still Tagging behind, however, although domestic travel
is recovering as well. wang’s team is Tooking at year-over-year growth of 5%-6% in the
third and fourth quarters of 2020.

Different Government Responses

China Tocked down wuhan, the epicenter of the virus, which was bad for the province but
helped prevent the virus from spreading throughout the country. The Chinese government
focused its relief measures on getting people back to work, which was a challenge with
public transportation shut down. Compared to the U.S., there were very few subsidies
given to individuals, and instead, the government tried to help reopen the economy more
quickly.

Banks Pressured to Do “National Service”

one of the primary Chinese government efforts to help businesses cope is having banks
extend Tloans and not ask for payments—even on finterest-for a year. The government is
also asking banks to continue to lend to companies having cash flow issues. This is good
for the economy in the short run, but at some point, someone has to pay for these bad
loans. This is one of the issues for investments 1in state-influenced banks in cChina,
which will 1ikely see a rise 1in non-performing loans. This “national service” catch of
being a state bank causes most of the Targe Chinese banks to trade for Tless than their b
ook value.

Consumption Shift

Even after the mobility lockdown was relaxed, online entertainment was still subdued.
People are spending more on daily goods, such as cooking at home. They are also spending

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://wisdomtree.com/blog/glossary#gross-domestic-product-
https://wisdomtree.com/blog/glossary#book-value

wWisdomTree BLOG ARTICLE

more on health care items, such as gyms for fitness, with Tess on clothing, cosmetics
and jewelry. Car sales have also been quite robust, with sales higher than their level
one year ago, as the pandemic increased desires to buy a car, given fears of unreliable
public transportation in the near future. Upgrades to homes and electronics were also
preferred.

This was a great review of what is happening in one of most important economies. You can
Tisten to our full conversation with Tao wang below.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Gross domestic product (GDP) : The sum total of all goods and services produced
across an economy.

Book value : refers to the net asset value of a company determined by subtracting

Tiabilities and intangible assets from Total assets.
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