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Market backdrop 

Market backdrop
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The Chinese economic outlook brightened 
over the first quarter, after the country lifted 
its stringent Covid restrictions at the end 
of 2022. Although infections rose sharply 
initially, by the end of the quarter most 
cities and regions had come through the 
first wave, with economic data pointing 
towards a broad rebound in activity. 

 

We think China’s reopening will boost the 
country’s macroeconomic trajectory and 
offer strong investment opportunities, with 
high levels of household savings expected 
to drive consumer demand as mobility 
increases. However, while the policy 
environment will likely remain supportive, 

Beijing may not be in a hurry to roll out 
a new stimulus package now that the 
economy is on the road to recovery. 
Geopolitical overhangs also persist, 
and we expect the Chinese government 
to continue with the current route of 
leveraging state-led industrial policies to 
mitigate the impact. 

Overall, we remain optimistic about the 
long-term prospects for the Chinese 
economy, which continues to be bolstered 
by the strong entrepreneurial ethos of 
China’s private businesses, as well as by 
the growth in demand from the country’s 
burgeoning middle class.



The policy environment in China

Regulation has been a headwind for Chinese equities over the recent past. However, the rhetoric and action from 
policymakers in the last few months provides optimism that this cycle of regulatory action is behind us, while the 
government’s regulatory stance has also softened, creating a supportive environment for corporate earnings.
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The Policy Pendulum Swings – policies are far more pro-business and pro-growth

Policies will be targeted at restoring business confidence and boosting growth

 Regulations

Source: J.P. Morgan Asset Management. Data as of December 2022.

Developer’s funding

• PBOC and other financial regulators encourage financing for M&As
• Escrow account requirement lowered in selected cities
• Onshore bond and equity markets are re-opening to developers

Home purchase restriction

• Relaxation and removal in various cities

ADR Listing

• Financial regulator (CSRC) revised regulations to remove the hurdle 
to allow US PCOAB access to audit working papers

• PCOAB inspected onshore audit firms with satisfaction. Delisting 
risks largely removed.

• U.S.-China - not a full de-coupling

Cyber-security investigation

• Regulators concluded cyber-security reviews of Didi and two other 
internet platform companies. All resumed new user registration



Assessing China’s outlook

We see four pillars to China’s outlook: 
geopolitics; growth vs. value; regulation; 
and macroeconomics. 

1. Geopolitics:  
China faces increased risks from 
developments in international policy and 
from increased government interference 
in certain industries due to the change 
from pure economic growth targets to a 
common prosperity goal. 

2. Growth vs. value: 
After a sharp reversal in 2022, we feel 
the hot air has been taken out of several 
growth names that had been trading 
on extremely expensive valuations and 
multiples. In 2023, we think that valuations 
in China are now at attractive levels. 

3. Regulation: 
The government’s regulatory stance 
softened amid the Covid pandemic 
and policy measures are now more 
supportive for key industries. Property 
policies, meanwhile, have indicated 
policymakers are keen to create a floor 
under the industry. 

4. Macroeconomics: 
China’s household savings are greater 
than they’ve been in several decades, 
suggesting that pent-up spending could 
boost the economy as mobility increases. 
Low household loan rates could also 
mean incremental new activity in the 
housing sector.
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JPMorgan Funds - China Fund 
JPMorgan Funds - China A-Share Opportunities Fund

We retain our emphasis on longer-term structural 
growth areas, such as the carbon transition, consumer 
demand and technology. Cyclically, we added to some 
beneficiaries of the reopening economy, such as travel 
and leisure stocks, while reallocating capital within the 
solar space from upstream to downstream names – as 
price declines afflicting the former may boost demand 
for the latter.

China’s focus on national security offers another area 
for attention, spanning opportunities such as energy, 
automation, digitisation and semiconductors – all fields 
in which China’s government is determined to become 
more self-sufficient, at the same time as targeting higher 
productivity as the policy emphasis shifts from zero 
Covid to economic stimulus.
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Investment focus

5Investing in the reopening

China’s reopening offers strong investment opportunities 
across a range of themes and sectors as earnings bounce 
back from Covid restrictions. The key is to find stocks that 
are positioned to benefit the most. Online travel agency Trip.
com (TCOM), for example, weathered Covid restrictions by 
adjusting its cost structure and gaining market share from 
offline agents. Long-term tailwinds, such as growing leisure 
travel demand and rising online penetration, continue to 
drive revenues.

TCOM Revenue (RMB mn)
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Another example is Kanzhun, which operates China’s 
biggest online hiring platform. Khanshun has overtaken 
established incumbents thanks to its algorithm-based 
matching mechanism and app-based interactive features, 
which provide stronger candidates for roles and facilitate 
direct interactions between candidates and employers. The 
company, which is most exposed to the structurally tight 
blue-collar labour market, stands to benefit as the service 
and hospitality industries reopen.

Kanzhun revenue vs. competitors (RMBmn) 
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Source: Company data, Bernstein analysis and estimates and J.P. Morgan Asset 
Management estimates. Data as of Dec 2022.

Source: Company data, J.P. Morgan Asset Management estimates. Data as of 
December 2022. 
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This is a marketing communication and as such the views contained herein do not form part of an offer, nor are they to be taken as advice or a recommendation, to buy or sell any investment or interest thereto. Reliance upon information in this material is 
at the sole discretion of the reader. Any research in this document has been obtained and may have been acted upon by J.P. Morgan Asset Management for its own purpose. The results of such research are being made available as additional information 
and do not necessarily reflect the views of J.P. Morgan Asset Management. Any forecasts, figures, opinions, statements of financial market trends or investment techniques and strategies expressed are, unless otherwise stated, J.P. Morgan Asset 
Management’s own at the date of this document. They are considered to be reliable at the time of writing, may not necessarily be all inclusive and are not guaranteed as to accuracy. They may be subject to change without reference or notification to you. 
It should be noted that the value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may not get back the full amount invested. Changes in exchange rates may have 
an adverse effect on the value, price or income of the products or underlying overseas investments. Past performance and yield are not a reliable indicator of current and future results. There is no guarantee that any forecast made will come to pass. 
Furthermore, whilst it is the intention to achieve the investment objective of the investment products, there can be no assurance that those objectives will be met. J.P. Morgan Asset Management is the brand name for the asset management business of 
JPMorgan Chase & Co. and its affiliates worldwide. To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory obligations and internal policies. Personal data 
will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our EMEA Privacy Policy www.jpmorgan.com/emea-privacy-policy. As the product may not be authorised or its offering may be restricted in your jurisdiction, it 
is the responsibility of every reader to satisfy himself as to the full observance of the laws and regulations of the relevant jurisdiction. Prior to any application investors are advised to take all necessary legal, regulatory and tax advice on the consequences 
of an investment in the products. Shares or other interests may not be offered to, or purchased, directly or indirectly by US persons. All transactions should be based on the latest available Prospectus, the Key Information Document (KID) and any 
applicable local offering document. These documents together with the annual report, semi-annual report, the articles of incorporation and sustainability-related disclosures for the Luxembourg domiciled products are available in English upon request 
from JPMorgan Asset Management (Europe) S.à r.l., 6 route de Trèves, L-2633 Senningerberg, Grand Duchy of Luxembourg, your financial adviser, your J.P. Morgan Asset Management regional contact or at https://am.jpmorgan.com. A summary of investor 
rights is available in English at https://am.jpmorgan.com/lu/investor-rights. J.P. Morgan Asset Management may decide to terminate the arrangements made for the marketing of its collective investment undertakings. In Switzerland, JPMorgan Asset 
Management (Switzerland) LLC, Dreikönigstrasse 37, 8002 Zurich, acts as Swiss representative of the funds and J.P. Morgan (Suisse) SA, Rue du Rhône 35, 1204 Geneva, as paying agent of the funds. JPMorgan Asset Management (Switzerland) LLC herewith 
informs investors that with respect to its distribution activities in and from Switzerland it receives remuneration which is paid out of the management fee as defined in the respective fund documentation. Further information regarding this remuneration, 
including its calculation method, may be obtained upon written request from JPMorgan Asset Management (Switzerland) LLC. This communication is issued in Europe (excluding UK) by JPMorgan Asset Management (Europe) S.à r.l., 6 route de Trèves, 
L-2633 Senningerberg, Grand Duchy of Luxembourg, R.C.S. Luxembourg B27900, corporate capital EUR 10.000.000. This communication is issued in the UK by JPMorgan Asset Management (UK) Limited, which is authorised and regulated by the Financial 
Conduct Authority. Registered in England No. 01161446. Registered address: 25 Bank Street, Canary Wharf, London E14 5JP.
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Risk and reward profile 

JPMorgan Funds - China 
A-Share Opportunities Fund 

Investment objective
To provide long-term capital 
growth by investing primarily 
in companies of the People’s 
Republic of China (PRC).

JPMorgan Funds - China Fund

Investment objective
To provide long-term capital 
growth by investing primarily 
in companies of the People’s 
Republic of China (PRC).

Lower risk
Potentially lower reward

Higher risk
Potentially higher reward

54321 6 7

Investment risks Risks from the Fund’s techniques and securities

Techniques 
Concentration 
Hedging

Securities
China
Emerging markets
Equities

Participation notes
Smaller companies
SPACs

Other associated risks Further risks the Fund is exposed to from its use 
of the techniques and securities above

Currency Liquidity Market

Outcomes to the Shareholder Potential impact of the risks above

Loss Shareholders 
could lose some or all 
of their money.

Volatility Shares of 
the Sub-Fund will 
fluctuate in value.

Failure to meet the 
Sub-Fund’s objective.
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