
How do you invest 
sustainably in China?

Jack Nelson



This material is a financial promotion for the Stewart Investors Asia Pacific Leaders Sustainability Strategy and the Stewart Investors Global Emerging 
Markets Sustainability Strategy intended for professional clients only in the UK and elsewhere where lawful. 

Investing involves certain risks including:  

> The value of investments and any income from them may go down as well as up and are not guaranteed. Investors may get back significantly less 
than the original amount invested.

> Emerging market risk: Emerging markets tend to be more sensitive to economic and political conditions than developed markets. Other factors 
include greater liquidity risk, restrictions on investment or transfer of assets, failed/delayed settlement and difficulties valuing securities. 

> Currency risk: the strategies invest in assets which are denominated in other currencies; changes in exchange rates will affect the value of the 
strategies and could create losses. Currency control decisions made by governments could affect the value of the strategies’ investments and could 
cause the strategies to defer or suspend redemptions of shares.

> Specific region risk: investing in a specific region may be riskier than investing in a number of different countries or regions. Investing in a larger 
number of countries or regions helps spread risk.

Where featured, specific securities or companies are intended as an illustration of investment strategy only, and should not be construed as investment 
advice or a recommendation to buy or sell any security.

All information included in this material has been sourced by Stewart Investors and is displayed as at 31 March 2023 unless otherwise specified and to the 
best of our knowledge is an accurate reflection as at this date.  

If you are in any doubt as to the suitability of our strategies for your investment needs, please seek investment advice.

Risk factors
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Strong development but weak returns

These figures refer to the past. Past performance is not indicative of future performance. For investors based in countries with currencies other than USD, the return may increase or decrease as a 
result of currency fluctuations. Source: FactSet as at 31 August 2023.

1.3% 
CAGR

5.7% 
CAGR



The end of the road?

Source for LHS: Bank for International Settlements via CEIC. Source for RHS: Author’s calculations, based on data from the National Bureau of Statistics of China and the People’s Bank of China via 
CEIC. Notes: Left panel shows five-year moving average. Incremental capital to output ratio (ICOR) is calculated as the ratio of gross fixed capital formation to GDP divided by real GDP growth. In 
right panel, data shown for 2022 are through June*. Credit intensity of GDP is the ratio of the incremental increase in credit over the incremental increase in GDP on a three-year moving average. 
GDP refers to gross domestic product, the monetary value of all the finished goods and services produced within a country’s borders in a specific time period. 



Roads to nowhere?



Capital serves the state

These figures refer to the past. Past performance is not indicative of future performance. Source: Bloomberg as at 5 October 2023. Chart shows the % of buy/hold/sell ratings. 



The Khodokovsky Risk

REN ZHIQIANG 18 YEARS IN PRISON 
AFTER CALLING XI ZINPING: "A CLOWN“
The Guardian, 23 September 2020



Paucity of reliable financial information

Ernst & Young Says It Isn’t Responsible for 
Luckin Coffee’s Accounting Misconduct
Wall Street Journal, 16 July 2020



Governance issues

Source: Gavekal Fathom.

Company 1 Company 2



What is risk?
Relative



What is risk?

Source: Stewart Investors.

Or absolute
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Indices are not the opportunity 

Source: Stewart Investors.

Number of companies we see as investible - largest 100 companies of each index
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Socially unacceptable business models

These figures refer to the past. Past performance is not indicative of future performance. Source: Bloomberg as at 5 October 2023. 
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Alignment



Sustainable development challenges



Companies not countries 

Companies held in our portfolios.
Source for market capitalisation: S&P Capital IQ as at 28 September 2023.

Quality Chinese companies and their global peers

Industry Company Market cap (USDbn) 

Third party verification
Centre Testing International 4

SGS 15

Software for building industry
Glodon 5

Autodesk 43

Industrial automation 
and electrification

Shenzhen Inovance Tech 25

Siemens 116

Pharmacy chains
Yifeng Pharmacy Chain 5

CVS 90

Analog semiconductors
Silergy Corp 4

Texas Instruments 144



Glodon



Shenzhen Inovance



Yifeng Pharmacy Chain
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Stewart Investors Asia Pacific Leaders Sustainability Strategy - China
only stocks
MSCI China A Onshore Index

Outcomes of our philosophy

These figures refer to the past. Past performance is not indicative of future performance. For investors based in countries with currencies other than GBP, the return may increase or decrease as a 
result of currency fluctuations. Source: FactSet. Data shown is the weighted average of all investments as at 30 September 2023 for the Chinese stocks in a representative Stewart Investors Asia 
Pacific Leaders Sustainability account and MSCI China A Onshore Index. Consolidated figures used for all company data. Figures are subject to rounding and exclude financials. It is not a 
recommendation or solicitation to purchase or invest in any fund. Differences between the representative account-specific constraints, currency or fees and those of a similarly managed fund or 
mandate would affect results.
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Stewart Investors Asia Pacific Leaders Sustainability Strategy - China
only stocks

Outcomes of our philosophy

These figures refer to the past. Past performance is not indicative of future performance. For investors based in countries with currencies other than GBP, the return may increase or decrease as a 
result of currency fluctuations. Source: Stewart Investors as at 30 September 2023, covering the period 31 December 2019 to 30 September 2023. Performance is calculated on a gross of fees basis. 
The data shows the performance of Chinese stocks held in a representative Stewart Investors Asia Pacific Leaders Sustainability account. Source for MSCI China A Onshore Index: FactSet, income 
reinvested gross of tax. It is not a recommendation or solicitation to purchase or invest in any fund. Differences between the representative account-specific constraints, currency or fees and those of 
a similarly managed fund or mandate would affect results.

Outperformance in particular markets 



Outcomes of our philosophy

These figures refer to the past. Past performance is not indicative of future performance. For investors based in countries with currencies other than GBP, the return may increase or decrease as a 
result of currency fluctuations. Source for Fund: Lipper IM/Stewart Investors. Performance data is calculated on a net basis by deducting fees incurred at fund level (e.g. the management fee and 
other fund expenses), save that it does not take account of initial charges or switching fees (if any). Income reinvested is included on a net of tax basis. Source for index: FactSet, income reinvested 
net of tax. Performance calculated since launch of the GBP B accumulation share class on 8 April 2009 to 30 June 2023. Market event periods determined by Stewart Investors. Fund participation 
shows the time exposure of the Fund performance to the market event. The maximum loss ratio is the ratio of the Fund’s maximum loss compared to the index’s maximum loss during the same 
market event. For full Fund performance tables please refer to the performance slide. 

Long-term performance profile
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Market event
Fund participation and recovery in market event

Stewart Investors Global Emerging Markets Sustainability Fund (ICVC)
MSCI Emerging Markets Index
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Is it possible to invest 
sustainably in China?
Our focus on risk in absolute terms
> Allows us to say no

> Emphasises quality and sustainability positioning

> Requires independent thinking

> Offers downside protection and long-term growth



Important information

This material is for general information purposes only. It does not constitute investment or financial advice and does not take into account any specific investment objectives, financial situation or needs. This is not an offer 
to provide asset management services, is not a recommendation or an offer or solicitation to buy, hold or sell any security or to execute any agreement for portfolio management or investment advisory services and this 
material has not been prepared in connection with any such offer. Before making any investment decision you should conduct your own due diligence and consider your individual investment needs, objectives and financial 
situation and read the relevant offering documents for details including the risk factors disclosure.

Any person who acts upon, or changes their investment position in reliance on, the information contained in these materials does so entirely at their own risk.

We have taken reasonable care to ensure that this material is accurate, current, and complete and fit for its intended purpose and audience as at the date of publication. To the extent this material contains any 
measurements or data related to environmental, social and governance (ESG) factors, these measurements or data are estimates based on information sourced by the relevant investment team from third parties including 
portfolio companies and such information may ultimately prove to be inaccurate. No assurance is given or liability accepted regarding the accuracy, validity or completeness of this material.

To the extent this material contains any expression of opinion or forward-looking statements, such opinions and statements are based on assumptions, matters and sources believed to be true and reliable at the time of 
publication only. This material reflects the views of the individual writers only. Those views may change, may not prove to be valid and may not reflect the views of everyone at First Sentier Investors.

To the extent this material contains any ESG related commitments or targets, such commitments or targets are current as at the date of publication and have been formulated by the relevant investment team in accordance 
with either internally developed proprietary frameworks or are otherwise based on the Institutional Investors Group on Climate Change (IIGCC) Paris Aligned Investment Initiative framework. The commitments and targets 
are based on information and representations made to the relevant investment teams by portfolio companies (which may ultimately prove not be accurate), together with assumptions made by the relevant investment team 
in relation to future matters such as government policy implementation in ESG and other climate-related areas, enhanced future technology and the actions of portfolio companies (all of which are subject to change over 
time). As such, achievement of these commitments and targets depend on the ongoing accuracy of such information and representations as well as the realisation of such future matters. Any commitments and targets set 
out in this material are continuously reviewed by the relevant investment teams and subject to change without notice.

Past performance is not indicative of future performance. All investment involves risks and the value of investments and the income from them may go down as well as up and you may not get back your original investment. 
Actual outcomes or results may differ materially from those discussed. Readers must not place undue reliance on forward-looking statements as there is no certainty that conditions current at the time of publication will 
continue.

References to specific securities (if any) are included for the purpose of illustration only and should not be construed as a recommendation to buy or sell the same. Any securities referenced may or may not form part of the 
holdings of First Sentier Investors' portfolios at a certain point in time, and the holdings may change over time.

References to comparative benchmarks or indices (if any) are for illustrative and comparison purposes only, may not be available for direct investment, are unmanaged, assume reinvestment of income, and have limitations 
when used for comparison or other purposes because they may have volatility, credit, or other material characteristics (such as number and types of securities) that are different from the funds managed by First Sentier 
Investors.

Selling restrictions

Not all First Sentier Investors products are available in all jurisdictions.

QPRES SIF OCT23



Important information

This material is neither directed at nor intended to be accessed by persons resident in, or citizens of any country, or types or categories of individual where to allow such access would be unlawful or where it would require 
any registration, filing, application for any licence or approval or other steps to be taken by First Sentier Investors in order to comply with local laws or regulatory requirements in such country.

This material is intended for ‘professional clients’ (as defined by the UK Financial Conduct Authority, or under MiFID II), ‘wholesale clients’ (as defined under the Corporations Act 2001 (Cth) or Financial Markets Conduct 
Act 2013 (New Zealand) and ‘professional’ and ‘institutional’ investors as may be defined in the jurisdiction in which the material is received, including Hong Kong, Singapore, Japan, and the United States, and should not be 
relied upon by or be passed to other persons.

The First Sentier Investors funds referenced in these materials are not registered for sale in the United States and this document is not an offer for sale of funds to US persons (as such term is used in Regulation S 
promulgated under the 1933 Act). Fund-specific information has been provided to illustrate First Sentier Investors’ expertise in the strategy. Differences between fund-specific constraints or fees and those of a similarly 
managed mandate would affect performance results.

About First Sentier Investors

References to ‘we’, ‘us’ or ‘our’ are references to First Sentier Investors, a global asset management business which is ultimately owned by Mitsubishi UFJ Financial Group (MUFG). Certain of our investment teams operate 
under the trading names FSSA Investment Managers, Stewart Investors and Realindex Investments, all of which are part of the First Sentier Investors group.

This material may not be copied or reproduced in whole or in part, and in any form or by any means circulated without the prior written consent of First Sentier Investors.

We communicate and conduct business through different legal entities in different locations. This material is communicated in:

• United Kingdom by First Sentier Investors (UK) Funds Limited, authorised and regulated by the Financial Conduct Authority (reg. no. 2294743; reg office Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB)

• in other jurisdictions, where this document may lawfully be issued, by First Sentier Investors International IM Limited, authorised and regulated in the UK by the Financial Conduct Authority (FCA ref no. 122512; 
Registered office: 23 St. Andrew Square, Edinburgh, EH2 1BB; Company no. SC079063).

To the extent permitted by law, MUFG and its subsidiaries are not liable for any loss or damage as a result of reliance on any statement or information contained in this document. Neither MUFG nor any of its subsidiaries 
guarantee the performance of any investment products referred to in this document or the repayment of capital. Any investments referred to are not deposits or other liabilities of MUFG or its subsidiaries, and are subject 
to investment risk, including loss of income and capital invested.

© First Sentier Investors Group

QPRES SIF OCT23


	Slide 1: How do you invest sustainably in China?  Jack Nelson
	Slide 2: Risk factors
	Slide 3: Shanghai 1990
	Slide 4: Shanghai 2018
	Slide 5: Strong development but weak returns 
	Slide 6: The end of the road?
	Slide 7: Roads to nowhere?
	Slide 8: Capital serves the state
	Slide 9: The Khodokovsky Risk
	Slide 10: Paucity of reliable financial information
	Slide 11: Governance issues
	Slide 12: What is risk?
	Slide 13: What is risk?
	Slide 14: Indices are not the opportunity 
	Slide 15: Socially unacceptable business models
	Slide 16: Alignment
	Slide 17: Sustainable development challenges
	Slide 18: Companies not countries 
	Slide 19: Glodon
	Slide 20: Shenzhen Inovance
	Slide 21: Yifeng Pharmacy Chain
	Slide 22: Outcomes of our philosophy
	Slide 23: Outcomes of our philosophy
	Slide 24: Outcomes of our philosophy
	Slide 25: Is it possible to invest sustainably in China?
	Slide 26: Important information
	Slide 27: Important information

