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Last week’s podcast featured two guests focusing on what is happening in China’s economy

as it gets back to work following the large-scale shutdown to prevent the coronavirus

from spreading further.

Maura Pape is a strategist at DeepMacro, a firm that leverages high-frequency

alternative data sets to inform systematic macroeconomic models.

Brendan Ahern is the CIO of KraneShares, a firm focused on unique access products

for China and the emerging markets.

Pape’s firm has some models that use high-frequency data gathered from the internet,

particularly for China. Both DeepMacro’s industrial indicators (looking at pollutants in

the atmosphere from satellites) and their people movement indicators are showing good

bounce backs from their recent bottoms during the shutdown.

Industrial activity is clearly below where it was over the last three years but is

beginning to improve. If you index their indicator to 100 as of year-end, it is

currently reading 47, but this is up from the low 30s, showing that activity is

picking up once again.

DeepMacro’s people movement indicators showed cumulative travel down 70% from prior

years at bottom, but now travel is picking up and is even higher in some areas than

last year.

While Chinese manufacturing Purchasing Managers Index (PMI) data this past weekend came

out at the lowest level since 2008, it is good to have early reads into where next

month’s activity is coming out, and it looks like it is rebounding! 

Where to Invest in China

Ahern personally took the opportunity to buy the dip in China, adding exposures both

last Monday and last Friday during the market drawdown. China’s markets have been

holding up well, especially compared to U.S. markets, despite being the epicenter of

this virus outbreak.

With China’s economy being shut down for weeks, there was an explosion in year-over-year

growth rates for online consumption of many services, including 170% growth in online

delivery of fresh foods and vegetables, 115% in delivery from supermarkets, and a

staggering 340% month-over-month growth in internet-based health care check-ins. The

shut-in also led to growth in online video games, music streaming services, movie

watching and other entertainment, accelerating internet trends that were already in

place. Ahern sees these new habits staying in place well beyond the coronavirus scare

and believes the time at home likely accelerated the adoption of these internet services

by older people.

While foreign economists are marking Chinese gross domestic product (GDP) expectations

down, China is not cutting GDP targets for the 2020 calendar year just yet. While first-

quarter GDP is going to be significantly reduced, China will take every measure it
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possibly can to ramp up the remaining three quarters.

So far China has implemented a number of stimulus measures, including cutting its prime

and loan rates to ease borrowing pressures, issuing infrastructure bonds, cutting the va

lue-added tax (VAT) and indicating that it will expand its budget deficit.

As investors, Ahern believes we want to align with the government growth activities, and

we are likely to see a big pickup in activity as China’s message is “Let’s get back to

work.”

Please listen to the full conversation below.

For standardized performance and the most recent month-end performance click here NOTE,

this material is 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. investors 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 investments in 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 its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal 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 instruments 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 indication 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 its 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 liability for any direct, indirect, special, incidental, punitive,

consequential (including loss 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

Purchasing Managers’ Index (PMI)     : An indicator of the economic health of the

manufacturing sector. The PMI is based on five major indicators: new orders, inventory

levels, production, supplier deliveries and the employment environment. A reading above

50 indicates an expansion of the manufacturing sector compared to the previous month;

below 50 represents a contraction while 50 indicates no change.

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

across an economy.

Interest rates : The rate at which interest is paid by a borrower for the use of money.

Value-added tax (VAT)    : is a type of consumption tax that is placed on a product

whenever value is added at a stage of production and at final sale.

Fiscal deficit : Situation where government spending exceeds government revenue.
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