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Federal officials just busted open the back door of the Chinese consulate in Houston,

accusing it of being a “hub of spying.” So maybe it’s time to buy Chinese stocks.

Say what?

In “normal” times, a deterioration in Sino-U.S. relations of this order might lead the

news cycle for weeks. But then again, this is 2020, a year when The New York Times can

drop UFO hints that don’t even make it to the “trending” list on Twitter.

Here is a thesis. The market’s playbook goes something like this: “As goes Joe Biden, so

go Chinese stocks.”

Figure 1 shows the performance of the WisdomTree China ex-State-Owned Enterprises

Index relative to the S&P 500, along with Biden’s victory probability on PredictIt, the

gambling site. Wager $65 on Biden, and it will pay $100 (a $35 profit) if he prevails.

If you are wrong, you lose the $65.

If the blue line in the chart keeps going up, clear to 100%, does the black line move in

lockstep?

Figure 1: Performance of Chinese Stocks vs. the S&P 500Figure 1: Performance of Chinese Stocks vs. the S&P 500

Trump’s game plan? Go hard on China—as hard as possible—every day between now and

November. Nothing stirs up votes for an incumbent like an external threat. It’s hard to

see images of Houston’s fire department putting out the flames from China’s burned

documents and not understand why Trump’s tactical strategy is a game of hardball.

Meanwhile, Joe Biden has to play a different hand: don’t mess this up. Don’t say

anything too wild, sit tight, smile for the cameras and ride this thing out for just a
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few more months —if the polls are correct, of course.

The Democratic challenger has maintained a lead of at least 49 to 42 in the

RealClearPolitics average every day since June 8; the margin currently stands at 50.6%

to 41.3%.

This is not to say that Joe Biden is some shrinking violet when it comes to China, ready

to lay down to Beijing. The words “China” or “Chinese” appear 30 times in his 6,500-word

tome on the “Made in All of America” section of his campaign page. Compare that to the

combined appearances of Mexico, Canada, Europe and Japan: zero. But even so, he has to

proceed with caution; no need for blunders. It is Trump who has a strategy of saber-

rattling the loudest in the hopes of swinging votes.

I looked up the top 10 China ETFs by assets under management, and our net expense ratio

was the lowest, at 0.32%. The second-lowest was 0.59%.

If you are thinking Trump wins, maybe hold off on China.

But if you see victory for Biden, it could be the play.

Figure 2: CXSE PerformanceFigure 2: CXSE Performance

Important Risks Related to this ArticleImportant Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Foreign

investing involves special risks, such as risk of loss from currency fluctuation or

political or economic uncertainty. The Fund focuses its investments in China, including

A-shares, which include the risk of the Stock Connect program, thereby increasing the

impact of events and developments associated with the region that can adversely affect

performance. Investments in emerging or offshore markets are generally less liquid and

less efficient than investments in developed markets and are subject to additional

risks, such as risks of adverse governmental regulation and intervention or political

developments. The Fund’s exposure to certain sectors may increases its vulnerability to

any single economic or regulatory development related to such sectors. As this Fund can

have a high concentration in some issuers, the Fund can be adversely impacted by changes

affecting those issuers. Please read the Fund’s prospectus for specific details

regarding the Fund’s risk profile.

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
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View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.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)
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 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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DEFINITIONSDEFINITIONS
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